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FRIDAY, APRIL 24, 1953 


UNITED STATES SENATE, 
CoMMITTEE ON AGRICULTURE AND FORESTRY, 
Washington, D. C. 

The committee met, pursuant to adjournment, at 10:10 a. m., in 
room 324, Senate Office Building, Washington, J. C., Senator George 
D. Aiken of Vermont presiding. 

Present: Senators Aiken (chairman), Williams, Schoeppel, Johnston 
and Eastland. 

Also present: Hon. Frank E. Smith, Member of Congress, Third 
District of the State of Mississippi. 


The CHarRMAN. The committee will come to order. This morning 
we are devoting the time to hearing testimonv on the matter of exports 
and imports as relates to cotton. There are several witnesses present. 


The first of them we will call on will be the representatives of the 
United States Department of Agriculture, and the first of these two 
witnesses will be Mr. A. W. Palmer, Head of the Cotton Division. 

Mr. Patmer. Mr. Chairman, I have with me Mr. Barber of my 
staff. 

The (CHAIRMAN. You bring all the assistants vou want. 

Mr. Paumer. I would like to have him sit with me, because if there 
are any detailed questions on foreign statistics, he can help me. He 
is one of my assistants in the Foreign Agricultural Service. 

The CHarrMAN. We will be very interested in getting vour views 
on the possibilities of exporting more cotton. You have a statement 
prepared. You go ahead with it 


STATEMENT OF A. W. PALMER, HEAD, COTTON DIVISION, FOREIGN 
AGRICULTURE SERVICE, UNITED STATES DEPARTMENT OF 
AGRICULTURE 


Mr. Parmer. Mr. Chairman and members of the committee, this is 
an attempt to give you a factual background of the situation as we see 
it. World consumption of cotton is now at a high level. The total 
of consumption in this vear and the preceding two will probably exceed 
by 12 percent the total of any other 3 consecutive years in history. 
Increasingly, however, the consumption is taking place in the coun- 
tries of production. International trade in raw cotton—which over 
a long term is the measure of the import of cotton—which for about 
30 years before World War II tended to fluctuate around a peacetime 
norm of about 13,000,000 bales, has not reached that figure since the 
war. This vear it looks to be only about 11,000,000 

High as consumption is, however, production is higher. In every 
vear since 1947-48 except 1950-51, when the United States crop was 
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sharply curtailed the world crop has exceeded consumption and the 
diffe rence has been added LO stocks Koreien cotton production, 
which underwent a long and drastic decline in wartime, has now 
recovered to its prewar peak of about 20,000,000 bales. 


The net of these conditions is that the supply situation is, in general, 
relatively easy. Prices in American markets, which were oriented 
around the 40-cent level last August 1, declined rather steadily through 
the first half of the season to the support level, from which there has 
now been a slight recovery due to a strong domestic demand and the 
withdrawal of cotton from the free supply under Commodity Credit 
loans Prices of most foreign vrowths have declined even more 
They are now at levels that make them attractive to foreign spinners 
from a price standpoint, as well as from the fact that they can be 
purchased with currencies of limited convertibility. Foreign manu- 
facturers, beset with anxieties over the course of prices and in doubt 
as to the firmness of their goods contracts, have bought their cotton 
this season with extraordinary caution. 

Over all, the situation today bears some resemblance to that which 
prevailed just before World War I]. Foreign cottons are again rela- 
tively abundant. Foreign producing countries are not generally 
equipped or disposed to hold surplus stocks, and their cotton is again 
coming into the world market priced to sell. Now as then a number 
of foreign importing countries find cogent reasons for husbanding 
their dollar funds, and so are diverting their purchases to other sources. 
The tendency seems to be for the unsold surplus of the world’s cotton 
producers again to accumulate in the U ited States. Major differ- 
ences between now and the prewar period are that world stocks are 
much smaller and prices are more than three times as high as they 
were in late prewar years. 

The war profoundly changed the situation existing at its outbreak 
in 1939. The changes improved the American position for a time 
and their favorable influence carried through the postwar period to 
the beginning of 1952. It may be helpful to an understanding of the 
position today and to the developments of the past few years to re- 
view briefly the war influence. 

First of all, cotton production abroad underwent a continuous re- 
duction between 1940 and 1945, amounting ultimately to about one- 
third. Most foreign producing countries, lacking either ships or the 
means of protecting their shipping, found their access to overseas 
markets sharply restricted and their cotton stocks piling up. More- 
over, they found themselves thrown back on their own resources for 
food and under the necessity of diverting cotton land to food crops. 
Egypt, for example, cut its cotton crop by 51 percent at one stroke. 
India a little later took 10,000,000 acres out of cotton. Brazil after 
1943 let its production decline by 40 percent in a single year. Vari- 
ous other countries also reduced. 

Senator ScnorpreL. Mr. Chairman, might I ask the gentleman 
testifying: Do you find them now going back into production rather 
heavily? 

Mr. Paumer. Yes, sir, Senator; the production has recovered—not 
precisely in the same countries that cut their production during war- 
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time, but the aggregate of world production is now back to DI 
war peak. That I will touch on 

The CHatrMAN. Does the prewar peak take into account the in- 
crease in the world’s population? 

Mr. Patmer. No; I am only considering the production of cotton 
in terms of actual bales 

The CyHatrrmMan. And it does not take into account higher living 
standards of all of the countries of the world? 

Mr. Paumer. No, Mr. Chairman 

On the side of consumption as enemy countries were isolated in 


the course of the war, a selle rs’ market fol oo ds developed in t 


few remaining countries that could make and supply them. In 
United States consumption was greatly stimulated. Although cotton 
exports were cut down to Western Hemisph« re trade and lend-lease 
operations, the total offtake, domestic and foreign, supported a 
United States production through 1944 at about the 12-million-bale 
level without much change in stocks. That is to say, the stocks held 
in the range of 10,500,000 to 12 million bales 

As the war progressed, large populations throughout the world 
gradually exhausted their clothing and other cotton-goods supplies 
Thus, when the war ended a huge pent-up demand for textiles existed, 
The sellers’ market continued. With the stimulus of Korea it was 
extended with little interruption well into 1951. It gave strength to 
the demand for the raw materials. 

The world made two abnormally small crops of cotton in 1946. 
Demand being what the war had made it, old stocks which had 
once been burdens were transformed into valuable instruments 
of reconstruction. They were quickly used up. Then as economic 
recovery proceeded there was, broadly speaking, a demand for all 
the cotton that was offered up to early 1952. In 1950-51 the supply 
in the world was actually believed to be short. Prices in foreign 
countries rose to unprecedented heights, further stimulating plantings. 

The war influences, however, so far as they benefited the United 
States position, were of relatively short-run duration and by the end 
of 1951 had largely spent themselves. By that time cotton goods 
were in oversupply throughout the world and many foreign cotton- 
producing countries for the first time since the war found themselves 
somewhat unwillingly holding surplus stocks of raw cotton. Much 
of this surplus is being pressed upon the market this year in addition 
to the current season’s crop. 

The war had, however, certain consequences of a longer-run nature 
that still persist and that are definitely unfavorable in their effect upon 
United States cotton exports. Most serious is the impairment of the 
gold and dollar resources of the countries that are the principal 
customers for American cotton. As a result, currencies of these 
countries have largely lost their convertibility, and inconvertibility 
has further affected the export position by curtailing the abilities of 
the importing countries to earn needed dollars through triangular 
trade. 

The important role that cotton has had to fill in the succession of 
foreign-aid programs made it possible in the first 5 or 6 years after the 
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war for American export trade to overcome to a large degree this 
handicap of reduced dollar-purchasing power abroad. Especially 
during the period when foreign cotton production was lower, American 
cotton was necessary to economic recovery abroad. Thus, until this 
year it has been possible to sustain a relatively high postwar produc- 
tion of cotton in the United States free of production controls except 
in 1950-51. 

Nevertheless, outside the North American Continent the chief im- 
porting countries—which are the major customers—still find them- 
selves under pressure to economize their dollar expenditures. They 
do so mainly by means of exchange controls. Exchange controls, it 
may be noted, constitute the only serious barrier to free importation 
of American cotton into the markets abroad where the United States 
can sell. They are, however, potent levers for regulating the propor- 
tions of American and other cottons that can enter those markets. 
Be cause of the pressure to conserve dollars, the frovernments of im- 
porting countries have generally set limits to the amount of cotton 
that their importers were permitted to purchase for dollars. 

This pressure of demand on foreign growths created for a number of 
years What came to be known as “‘soft-currency premiums” on many 
foreign-grown cottons. ‘That is to say, the prices paid in inconvertible 
currencies—assuming they could have been converted into dollar 
equivalents at official rates of exchange—were for the most part higher 
than American prices. This season with the increased supplies of 
foreign cottons, the ‘‘soft-currency premiums”’ have disappeared and 
foreign cottons are now sharply competitive with American by any 
calculation. 

It is, of course, possible that American exports have felt the brunt of 
the competition this year. Retarding factors in the expansion of 
foreign production are now beginning to appear. Moreover, American 
cotton enjoys a certain preference’with many spinners abroad for its 
quality—a result largely of the tremendous work that has been done to 
improve the crop of this country in recent years. It remains neverthe- 
less an essential fact that after a dozen years American exports again 
face heavy competition in markets abroad in which dollars are not yet 
plentiful. 

The Cuatrman. Thank you, Mr. Palmer. The charts and tables 
which you have with your statement without objection will be made 
a part of the record at this point. 

(The charts and tables are as follows:) 
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EXPORTS OF COTTON 


By Specified Countries as % of Total * 


* S-YEAR MOVING AVERAGES CENTERED 
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OTHERS INCLUDE: ANGLO-EGYPTIAN SUDAN, ARGENTINA, BELGIAN CONGO, IRAN, MEXICO, PERU, TURKEY, UGANDA 
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The Cuarrman. Do the members of the committee want to ques- 
tion Mr. Palmer now, or wait until Mr. Lowenstein makes his 
statement, which will supplement yours, I believe, Mr. Palmer? 

Mr. Paumer. That is right, Mr. Chairman. 

Senator Jounston. Would you explain your various tables? 

Mr. Patmer. Yes. There are the three supporting tables, Mr. 
Chairman, and the three charts. Table I shows the production, 
consumption, exports and end-season stocks of cotton in the world 
by 5-year periods up to the beginning of the war. For 2 years we 
have annual figures just before the war. Then we have an average 
for the war period, and then annually after the war. The interesting 
thing, I think, is to note how the consumption and the production 
have risen in recent years. 

The exports have made a marked recovery since the war. They 
are not quite yet at the level we used to think was normal. ‘The 
stocks in the world in 1940 were close to 25 million bales. They are 
now much reduced. 

Table II shows the same things for the United States and shows 
the portion or the percentage which the United States’ production, 
consumption, exports and stocks were of the world totals. On the 
extreme right is the column which shows the average weighted farm 
price; that is, the prices received by the farmer weighted according 
to their marketings monthly through the seasons 

The Cuarrman. Let us go back to table I and get the full sig- 
nificance of that, Mr. Palmer. Apparently world consumption of 
cotton has been fairly steadily increasing in a general way from 1920 
up to 1953, with an interruption due to the war in that increase. 

Mr. Paumer. I think that is true, Mr. Chairman. 
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The CHatrMAn. That is due to increased population; also improved 
living standards throughout the world Would you sa’ that? 

Mr. Paumer. Yes, sir. 

The CHatrMAN. Production also has been increasing, but until the 
crop years 1951-52 and 1952-53 has not really exceeded the requtre- 
ments since back in the early thirties. We have had 2 years when we 
have produced a littke more than we needed about 2,000,000 to 
2,500,000 bales more than we needed—the last 2 years. Has there 
been exceptionally cood 
countries in the last 2 years, or can we look forward to a continuin 


| +? ] . 
‘rowing Weather in the world cot ton-proaucme 


increase in the production in other countries? 

Mr. Paumer. I think, Mr. Chairman, that, taking the world «s a 
whole, the crowlnge conditions have been perhaps average. There 
have been increases in yields in the United States There have been 
increases of acreage in foreign countries. I think the increases in 
production are due mainly to the fact that it has been attractive to 
grow cotton from the standpomt of the comparative advantag of 
growing cotton and other crops in many countries of the world at the 
prices that have prevailed. 

The CHAIRMAN. Over the last 5-veal period W produc ed approxi- 


mately 1 million bales more than were consumed if you go back for 
the last 7-year period, however, we have produced less than consump 
tion. So production is running a little ahead of consumption right 
now throughout the world 

Mr. Paumer. Yes; it is tending toward that [t did that in the 
second half of the twenties and the first half of the thirties. 

The CHarrMan. And the end-season stocks so are not particu- 
larly out of line. There was a sharp increase o 2 years ago. 

Mr. Patmer. Yes, sir. 

The CuarrMan. If you go back over a 20-year period, they are 


not particularly out of line. 

Mr. PaumMer. No. 

The CHAIRMAN. Have you fin 

Mr. Paumer. It will be noted in table II that the portion of the 
total export trade of the world with the United States tended to 
decline from the late twenties In the second half of the twenties 
the United States had 60 percent of the export trade of the world. 
Thereafter, it tended to decline. It picked up again in the early 
postwar period. It is back now to about where it was j st before 
the war. 

The CHartrMAN. To what extent is that due to American capital 
financing textile mills in foreign countries where labor is cheap and 
where there is production of cotton? 

Mr. PALMER. Very little, | should think, Mh Chairman I do 
not think any considerable amount of American capital has gone 
into investment in foreign countries in the form of cotton mills. 
I do not know of any instances. 

The. CHArRMAN. Mills have been developing rapidly in other 
countries, though. 

Mr. Pater. Yes. 

The CHAIRMAN. And some American capital has erone into them, 

Mr. Paumer. It is very possible 

The CHarrMan. I think we have had testimony which would indi- 
cate that. In fact, I know New England banks are financing cotton 
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mills in India. It iscommon knowledge up there. It is in the papers 
when the president of a bank goes over there to see about financing 
a new textile mill. So there is no use saying, ‘‘We are not doing it,” 
because we are—going over there and getting 30 and 40 cents a day 
labor, and I suppose using the cotton that is produced there 

Mr. Paumer. Yes: although India since the war has become a 
fairly important importer of American cotton. 

The CHarrMan. And they are using more; are they not? 

Mr. Patmer. Due mainly to the partition of the Indian subconti- 
nent and the differences that have developed between India and 
Pakistan 

The CuHatrMan. Probably 50 years from now it will all work out 
for the best, but in the meantime we have some maladjustments 
taking piace 

Mr. Patmer. Table IIT is just put here for reference. It shows 
that during 1950 and 1951, and part of 1952, the prices of American 
cotton were substantially lower than the prices of foreign growths 
In 1953 these prices have tended to come into normal relationship 
with the American product, and through part of the season it will be 
noted that some of these cottons have sold in Europe for less than 
the American price. 

The CxHarrMan. The Brazilian price is a fixed price by the 
Government; is it not? 

Mr. Paumer. Yes; and is still fixed, Mr. Chairman 

The CHarrMAN, Is it all used domestically? 

Mr. Patmer. No: Brazil can use searcely more than 850.000 bales 
of its produ tion, which is more than twice that But its cotton has 
accumulated and it is held in stocks by the Bank of Brazil 

The Cuarrman. If the price of cotton in Brazil is fixed at 58 cents 
a pound and the price in New Orleans is 35.5 cents a pound, why do 
not the American exporters send cotton to Brazil and get the higher 
price which prevails there? 

Mr. Patmer. Brazil does not permit imports of eny foreign cotton 
into its country. 

The CHarrMAN. You mean they have trade barriers, too? 

Mr. Patmer. Yes; they have trade barriers, too, very high ones in 
this cast 

Senator Joanston. Do you know what it is 

Mr. Patmer. I cannot tell you offhand, Senator. They have also 
quarantine regulations which they enforce against any imports of 


) 


cotton 

The CuarrmMan. We have appearing before us Monday represent- 
atives of the United States Department of Agriculture who are 
expt ected to tell us about the trade restrictions of other countries. and 
perhaps when we learn what they are, the trade barriers of the United 
States may not look so formidable to some of our well-meaning 
people as they do without their having any knowledge of what other 
countries are doing. I am simply pointing that out here, that Brazil 
has a fixed price for cotton of 58 cents, whereas in the United States 
it is 35 cents, If we had the price of cotton pegged at 58 cents here, 
we would hear a great clamor, I am sure, to permit imports from other 
countries in here. 

Mr. Patmer. Of course, Mr. Chairman, Brazil is in a great dilemma. 


ure 4 
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The CHarrMaANn. Brazil’s cotton pricing pro 
very well, as I understand 

Senator Jonnston. Is there any way for us to bring some pressure 
to bear on that? We buy a great deal of coffee from them. As far 
as I am concerned, I would be willing to quit drinking coffee if it had 


an effect on the price Oo! coffee. the WAV lit has been oing up reece ntiv. 

The CHarrMAN. We may have there an example of an uneconomic 
subsidy. There are countries in Western Europe tha ineconom- 
ically subsidizing production of commodities which they probably 


could buy cheaper from Surpiuses produced 1m the United States. 


> 1 ; \ , 

sut there are other sorts of restrictions whi ven rking out 
4 } ] ] ] 4 11 T 

of that ] hope we can aevelop what some oO O ubies § Lt 

does not make sense tor a country te waste n ne | qaucings ething 
1 | 4 : 1 t. r 

which it could vet much cheaper trom some ( some ay ol 


developing trade could be worked out. 


Mr. PauMer. You will notice these asteris V1I ( nan, in 
Brazil’s column. They mean that that Brazilian cotton has all 
practical purposes, Deen out of the market in Europe since Jan 

The CHAIRMAN. Brazil has to have an emb » on all the other 
cotton of the world or they would cet all the cotton of the vorid so 
long as they could vet 5S cents a pound for it Just as We would get all 


the dairy products here if we did not have section 104 or some other 
means of regulating imports. 
Mr. Paumer. There are 3 charts which you 1 ht care to glance 


at fora moment. They are not numbered, but the first one in order 
shows foreign production side by side Wi h exports trom t} | ited 
States. This, I think, brings out rather graphically the deel of 
foreign production during the war period and its recovery sin lt 
shows also that during the prewar pe iod whet ore production 
was advancing most ste¢ ply, exports 1n the United States 1 re de- 
cl ning The peak at the pom of the arrow is the reco’ vy that was 
made that year when export was subsidized he little dip before 
that indicates the holding back of buying in anticipation of something 


to come 


The next chart shows the exports from various countries of the 
world in absolute quantities. The big dip is tl var period. The 
exports of all countries fell sharply at that time and recovered after- 


ward; and the others, that little band at the top, has been tending 
to widen 

The CHatrMan. How can Brazil export substant al quantities of 
cotton with the price fixed so far—almost 20 cents a pound above 
the world market price? 

Mr. Paumer. Brazil this year, Mr. Chairman, is practically out of 
the export market. 

The CHArRMAN. I am sorry; I see this chart only comes up to late 
1949. I am looking at the exports of cotton by specified countries 
as a percentage of the total 

Mr. Patmer. That is the last part. That chart is a moving average 
chart. That is to say, we have taken the center point of a 5-year 
average in each case, and that is why it appears only to come up to 
1949. although later vears enter into the average. The average 
smooths out these fluctuations and makes it easier. 

The CHAIRMAN. But how can Brazil export a substantial amount of 
cotton priced 20 cents a pound above the world market? 
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Mr. Paumer. Brazil has gone into only one transaction of any 
importance. It has been practically out of the market except for a 
swap of 15,000 tons of cotton to the United Kingdom for 70 jet planes 
The cotton was priced, as I recall, at about 42 cents. We understand 
some concession was made in the price at which it was offered to 
manufacturers. Just how it was done, I do not know. 

The CHarrMan. The exports of Brazil represent barter arrang 
ments? 

Mr. Patmer. For this season, ves. 

The CHAIRMAN. And undoubtedly the other nation would fix a 


pric of the goods it sold to Brazil 
Mr. Patmer. The planes were evide nthy priced above their com 
mere! il \ ilue because the cotton was otlerud in England at somewhat 


The CHarrmMan. And then En land would simply have to add to 
the price of the eu which it sold Brazil 

Mi Tieiaes Ye [ suppose that was done 

The Cuarrman. I reeall that the Arg 


less than it was figured in the purchase transaction. 


entine was asking $3.50 a 
bushel ior \ heat $1.50 a bu hel above the world market price 
Of course, the o1 ly wav they could dispose of it would be to swap 
it for something else that was overpriced in some other country 


Senator JoHNsToON. Is the domestic production there according to 
vour statement gomeg to be very high this year? 

Mr. Patmer. We cannot iorecast, Senator. Congress has seen to 
it that we do not It has been at about the level of 15 million bal 
for tl last thre seCasSONns It was even higher in 1949-50 

sens r JOHNSTON Of co e, th mnily tl Ye” VOU ca o by the 
th mount or eage planted You cannot tel it Kind of season 
vou will have 

Phe CHAIRMAN. You ce i not forecast if you inted to ry 
ac ite eve if the law pe ted it: could vo 

senator IOHN TON ly vour opin do you thin ve oucht oO do 
anyth to protect against the acreage we plant 

M P \I ! Hin Of 1 W LO that depen ri Vhat W vant 
to do if we want to maimtain exports in the range of 5,500,000 to 
6.000.000 bale no If we are gol ¢ to retreat and content ourselves 
with lesser exports, of course our production should be curtailed 

The (CHAIRMAN Do vou think “ could increase our fore rl) market 
ll we went a rit 

M | LMI L thin] th re al Vi. \ nwt ii W could et a lareel 
share of tl total forei trad Cher ‘ numbet f those be ir 
con I 


enator Jonnsron. How do you think we could get that? 

Mr. Paumer. Mr. Chairman, I would rather leave that to the 
people who mre stl aVIng th pl ram The re ar peopl who are 
studying { 

Senator Jonnston. You make the statement that we could if we 
would go about it. I just wanted to know if there were any way we 
could vo about it to cet it. 

The CHAIRMAN. | 
Mr. Patmer. I think it is a policy question. 

( 
P 


oO you think that is a policy question: 


Th. 
Mr 


HAIRMAN. More of a top-level policy decision? 
‘ i think so, Mr. Chairman 
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Senator JOHNSTON. Looking at this chart, accordi to that the 
prices are not governed at 
sometime when they export more, the prices are lowe1 

Mr. Patmer. Yes | thought | had pointed out in the paper that 


all by the exports; are th : It looks as if 


we did export substantially at very rood p 3 dul the time when 
foreign production was down, before foreign produ had reco 

Senator JOHNSTON. So thet are a lot of things th: nit nto tl 
price. {t is not just export OF a <¢ nmod 


Mr. Paumer. That is right 
The CuHarrMan. I see Mr. Lowenstein | som IDD art 


information which may help us out a bit f the an 
questions of Mr. Palm he will be het Wil 0 ahea Nii 
Lowenstein, with vour statement [t is no ong ol 


0 


LOWENSTEIN, BUREAU OF AGRICUL- 
NITED 


STATEMENT OF FRANK S 
U TATES DEPARTMENT OF AGRI- 


TURAL ECONOMICS, 
CULTURE 





Mr. LOWENSTEIN. Mr. Chairman and 1 rs \ “ult 
Committee of the Senate kK <port of tton tror t hye Ly ted St: 
during the 1952-53 crop vear are estimated to be about 500,000 
bale compart a to 5,500,000 tn th preceding st 301 Tl currvover 
of cotton on August 1, 1953, is estimated at a itely 4,900,000 
bales: while a year earlier it was 2,800.01 bales [ er the present 
law marketing quotas and acreage allotments fo 1954 crop may be 
necessary. 

The cause ol} ( ie ¢l “aun the « tte ) { ) { ( eh: I } 
outlook ior cotton exports It I nn rpo here O dis the 
shrinking export marke There are two 1 reasol rr the 
smaller export market: One, larger supply : lowe! ee ore 
cotton: and two. the cont lt | shorta e ot ¢ ital am old avatlable 
to cotton importing count CS 

Supplv and prices of foreign cotto! The for yplv of cott 
during the current season. is larger than it f a tl 195] 
crop vear Al thie Start of the 1951—52 sea } | ( of Tol OTL 
cotton were generally higher than the prices of | ed Sta otton 
As a result, importn r countries bought large qu tity of United 
States cotton Stocks o oreien cotton a iH start of | 195?2—53 
season were high t| rices O Or a 1) UT 
they were lower O Cons ently, impo count: 
creased their pure! oO relen ¢ on and bo I 1 ua 
ties of United States cotton during the 1952-53 crop year than they 
did in 1951-52 

Dr. Palmer has already covered thre yrroduetion : ad pt es of fore n 
cotton, so I shall not dwell further on this subjeet 

Senator ScHorpren. | would like to ask you, sir: You sav larger 
supply and lower prices of foreign cotton. Now, is that lower prices 
bv reason of the lower wages and the equipm nt im tl lore coun- 
tries that went into the production of cotton? 

Mr. Lowenstein. I do not think, sir, it is a question in this case of 
the cost of produce ion li thu it i question of the supply and cae 
mand in relation to that supply In other words 1950. if vou reeall 
we had a short crop in the United States and a short crop in the world 


32613—53—pt. 32 
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Foreign cotton was selling at as much as twice as high as ours. At 
that point it stimulated production abroad because they were making 
tremendous profits on it; and at the start of this season they found 
themselves in the opposite position. They could not sell the cotton 
so they reduced the price 

Dollar shortage: Foreign countries often use foreign growths of 
cotton even when prices of American upland cotton and foreign 


growths are about equal. ‘The principal reason is the shortage of gold 
and dollars. I — 1947 sneak 1952 exports of goods and services 
from the U1 ed States exceeded Imports by an annual average of 
about $6 billion From 1935 to 1939 the balance of exports over 
imports amounted to about $600 million 


rhe Worl | War L] Ww ¢ have COoOvVvere | most ot the rap bye tween ex- 


ports and imports by grants and loans to foreign countries. Before 
the war it was covered mainly by increasing our gold stocks. Although 
post Var intel ational accounts have be nh balanced through ( nited 
States loans and grants, foreig countries have attempted to conserve 
t rold and lars by purel products from countries 
oune! 1 the United States where possible 

ator SCHOERPPEL. Despite the fact that we were TlViIne them a 
lot oO} money and loans, too? How lone Lo you think this tl Ing will 
cont e? 


ill continue indefinitely, if the truth 


Mr. LOWENSTEIN. I guess it 


Senator JOHNSTON. It does not look. then, as if our civing them 
money has made them at least stop and consider that they were get- 
ting anyt! 

[r. LOWENSTEIN. I think vou have to consider this thing | think 
I cover that in the rest of the statement—in relation to other things 
they wanted from the cig he states They were using the money 


they had, but they had a limited amount. So they bought cotton or 


ing from us; does it? 


they bought something py or vice versa. 

As I go on with the statement I think this will cover it for you. 

In the case of cotton, this has meant that foreign growths have been 
pure hased in preference to American upland when the foreign cotton 
could be obtained at something approachin r A competitive price In 
addition, barter and bilateral trade agreements sometimes have been 
used to procure nondollar cotton Kor « , imple, before the war Japan 
agreed to import large quantities of “se cotton in return for India’s 


importation of large quantities of Japanese textiles. A similar agree- 
ment has recently been concluded by Japan and Pakistan. Recently 
Kgypt bartered abo it 58.200 bates of cotton for 115.000 metric tons 
of wheat from the [ S. 5S. R., Bulgaria, and Poland. Turkey and 


Italy recently exchanged about $15 million worth of cotton for 20,000 
metric tons of cotton yarn and fabric. 

These agreements simply emphasize the need of foreign countries 
for dollars. Our loans and oTants have helped. However, it is diffi- 
cult to precisely estimate the effect of United States Government 
financing on our cotton exports. Although we know the quantities 
of cotton financed directly by United States Government grants and 
loans—covered by table 1—this does not tell the whole story. The 
effect of the dollars and gold supply on cotton exports depends on the 
needs of foreign countries for United States cotton in relation to their 
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need for other commodities supplied by us. A restricted supply of 
dollars and gold affects the exports of other commodities as well as 
cotton. 

I think that gets back to your point, that they use the amount of 
dollars they have to purchase something. Whether it is cotton or 
something else is another story again 

The CHarrMan. If the dollar gap should be filled, as many people 
recommend, there is no assurance that these foreign countries would 
purchase more cotton. ‘They might purchase shortwave radio sets 
with those dollars. 

Mr. Lowrenstrern. They might purchase anything. Then we would 
get into the proposition, if you had an adequate supply of dollars and 
vold 


The CuHatrMan. And as Mr. Brinkley pointed out the othe, day, 


suppose you fill the dollat rap and they deci to DUV SO Many more 
radio sets, vou still have a dollar rap. You cannot fill the dollar Fup 
You cannot fill your dollar yap or my dolla rap because we want 
more dollars to buy something else with 

Mr. LowEnNsteEIN. This is a matter for a pol cy determination as to 
what we mean by dollar fap. I do not like the word ‘dollar cap’ for 


the very reason you have pointed out 
The CuarrmMan. There will always be a dollar gap, right at home as 
well as in foreign countries 
Mr. Lowenstetn. There could always be a d 


| 
mar Gap But the 


fact still remalms, I think, that foreign countries want a tremendous 
amount of eoods and need a tremendous amount of goods from the 
United States. We have to decide somewhere—and this is where the 
policy comes in—whether we want to export or whether we do not 
want to export, and what amounts we want to 


The CHAIRMAN. Do we not have to have some sort of ui derstanding 


as to what type of goods will be export vs and imported il we are croing 
to work the transaction out to the best advantage of both countries? 


Mr. LowENsTEIN. Possibly. 
Senator JOHNSTON. In other words, if it acts to our advantage at 


all, we must get rid of some of our surpluses. Is that not truce? 


Mr. Lowenstein. It depends again on what you mean by surpluses. 
For the last 2 or 3 years we have been producing around 15 million 
bales of cotton a year. That is much higher than our long-time 
average, which runs around 12,500,000. And then we are producing 
that amount of cotton, incidentally, on acreage which is much less. 
We have been producing it on 26 million to 28 million acres; whereas 


back in the 1920’s we produced an average crop of 12,500,000 on 40 


million acres. In other words, our yield per acre has gone up 
Senator JoHNsToN. So you will agree, then, you have to have some 
controls along with that. 
Mr. Lowenstein. If you decide—and this again is a matter of 
policy determination—that you want to produce 15 million bales of 


cotton under our present circumstances, you have to have an export 
market. ‘There is no other way we can do it. Our consumption is 
running at around 9,500,000 bales, which is very high. 

Senator Jonnston. Then when we build up a surplus, it does affect 
our price and it affects the world market, too 

Mr. Lowenstein. Certainly. 
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Senator JoHNnsron. If we get down under the world market, then 
we cannot dispose of it? 

Mr. Lowenstein. I am sorry, I did not understand the question. 

Senator JOHNSTON. They do not buy it just because we gel inder 
the world market, as the records show here. 

Mr. Lowenstein. They do not as long as they are in this dolla 
position that we are talking about; that is true. We have some funny 
things happening, and I think last vear is a good illustration of it 
At the start of the season—I am talking about the 1951-52 crop vear 
that started August 1, 1951—foreign cotton was something like 30 
percent high rr than ours. The had a shortage of dollars in some of 
the countries. What they did, they went into the gray markets in 
Kurope and exchanged pounds for dollars at about a 20 percent 
discount and still bought our cotton cheaper than they could buy the 
foreign cotton and still came out ahead 

So there is a limit even under present circumstances of how much 
higher the price can get, assuming the cotton is there 

Foreign cotton consumption The supply and prices of foreign 
cotton and the supply of dollars seriously affect our exports. How- 
ever, there are some interesting aspects of the consumption of fiber 
by foreign countries which also affect our exports of cotton. 

Following the end of World War ih. consumption of cotton in foreign 
countries was small. The destruction of, or damage to, mill facilities 
during the war and the low level of foreign purchasing power largely 


accounted for the small consumption. As the mill facilities were 
restored and the purchasing power of inhabitants of the various 
countries increased, cotton consumption increased. In the 1951-52 
crop year cotton consumption was at almost the same level as it was 
in 1938-39—foreign cotton consumption. In the current crop yea 


foreign cotton consumption will probably be at about the same level 
as it was in 1951-52. 

Since 1938 the population of foreign countries has increased from 
about 2 to 2.3 billion people, but total cotton consumption in foreign 
countries is about the same as in 1938. Consumption of cotton per 
person in the world outside the United States has decreased on the 
average about 11 percent. In contrast, cotton consumption per 
person in the United States has increased. 

Not only has foreign consumption of cotton per person declined, but 
the consumption of all fibers per person has also declined. Of the 
3 fibers shown in figure 2, only one, rayon, has shown a higher per 
capita foreign consumption than prewar. Of the various areas of 
the world, Asia showed the most decline in per capita fiber consump- 
tion; and Asia’s population is more than half of the world total. 

No area of the world even approaches the per capita level of fiber 
consumption which prevails in the United States. Hurope consumed 
about 38 percent as much cotton and other fiber per capita as the 
United States in 1951; Africa consumed about 8 percent; and Asia 


consumed about 9 percent If the purchasing power of the people 
in the other areas of the world could be increased, the demand fo1 
cotton and other fibers would be larger. An increase in cotton con- 


sumption of one-half pound per person in all foreign countries would 


increase world consumption 2.3 million bales 
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If the present foreign per capita level of fiber consumption 1s main- 
tained, population increases will result in an increase in cotton con- 
sumption. The population of foreign countries increased on the 
average of about 18.5 million people per vear from 1938 to 1951. At 
this rate of population increase, continuation of the 1951 per capita 
level of cotton consumption would mean additional foreign consump- 
tion of more than 250,000 bales each vear. However, foreign cotton 
consumption per person has declined from the prewar level and foreign 
consumption of cotton is now only about equal to that in 1938. These 
facts indicate that an increase in foreign purchasing power could cause 
an increase in foreign cotton consumption 

In summary, the sharp drop in exports of cotton from the United 
States has caused a sharp increase in the size of the prosp 


ve 
carryover and marketing quotas and acreage allotments may be 
necessary in 1954. This drop in exports has been caused by larger 


foreign supplies of cotton, relatively low prices for foreign cotion, 
and a restricted supply of dollars and cold ‘Total cotton consumpt on 
outside the United States is now only about equal to consumption in 
1938, despite a population increase of about 300 million 

The CuarrmMan. The charts and tables which you have with your 
statement, without objection, will be incorporated in the record at 
this point. 

(The charts and tables are as follows 
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PER CAPITA CONSUMPTION OF 


COTTON, WOOL, AND RAYON 
Specified Locations, 1938 and 1949-5] 


AFRICA 


Rayon 
Wool 
Cotton 


1938 '49'50 ‘51 1938 '49'50'51 1938'49'50'51 1938 '49'50'51 
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PER CAPITA CONSUMPTION OF 
COTTON, RAYON, AND ALL FIBERS 


POUNDS 
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COTTON PRICES AND LOAN RATES 


¢ PER LB. 





a 
7 


BY MONTHS, YEAR BEGINNING AUGUST 
* AVERAGE PRICE RECEIVED BY FARMERS 
@ BASIS MIDDLING /8-IN. STAPLE, AVERAGE LOCATION 





U.S. DEPARTMENT OF AGRICULTURE 





TABLE 1. Governme nt-finance d and total cotton export United States, 1945-52 
U.S. Gover 9 
lotal ex financed otal ex 
Year beginning ports, Year begin: 
Aug. 1 million Aug. 1 millior 
bales Millior Percent ale M : Per 
bal of tot } f tota 
1945 3.6 2.1 & 449 8 4 
1946 3 3 s 19K 4 2.3 l 
1947 2. ( 1 ] 2 g 
1948 4.7 2.4 l 1952 1.4 4 


1 Running bales 

2 Includes shipments by UNRRA, 

§ Estimated, 

4 The figure given by the Secretary of Agriculture to this com 
here is higher bec ause additional loans have b 
since April 9. Compiled from official sources 
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TABLE 2 (Comme ! olton, a rowths World ipply and consumption, 1920 to 
Late 
Mill yn 2 
4 t 
\ W 1 ' Vorld 
\ } 1 ror 
\\ otal tot yn 
8 180 s . 
4 s ) xS 1v 78 
( | { ‘ i 
) ‘ ‘ 
s 6. ¢ 1.09 . { 
S 1S , 6, 45¢ + 168 
) { 2 { 104 8 48 679 
5, 80 654 3, 34 6, 834 608 142 
8 299 j { 6 ; ) 10 « 4 ® 
} 62 s 9 f 5 t ) ) 
) s, 438 SUS 26, 479 t ds 2, 3 s 5 22, SRY 
] < 8. 658 1 { ’ 137 8 514 ( 
1 g ) One ‘ 29 - 2 ) 
t { ) } 2 12 4 42 1 19 18 
~ SO4 { 2 { i] » l 178 2 
I t 8, 240 5, 649 $0, 729 $4 ‘ 50) 688 638 
1 +, 4099 y H oY 1b, «4 14 1s 1,8 ; 5 
l » l f » ) 9 QAR 2? 49 us / 
1 « 91. 638 4 ( 18. 064 TR4 9 IR 4065 
4 I 4 ’ x 2 8 18, 982 16, 873 26, 59 
194] , 1,0 1 5, 61 417, 783 11 13, 863 29, 033 
142 5 RY 8, 1¢ ; 4, 293 
1943 d 2,9 ) ; +s l 1 943 l ; 2 tie 
444 (44 t, ft 104 5 i 4, 568 12 t », 204 
4 l 63 ( - 19. 400 {8 63 13.6 2 ZK 
{ 24,9 1, 400 j 16, 304 30 
4 2 r s 23, 800 {2 0) 354 17.8 27, 200 
14s 5 OR SC 1, 900 97. 400 { \ 795 18. 900 6. 700 
‘ 1g 30. 0 { x) &. S51 19, 300 28, 200 
é SK , Ri 4 ‘ ‘ 21 ) ”) 
’ s 14 l HOO 4 ) 45. OO 49 21, 700 ; WO 
1952 » 789 2 14,8 $3, 800 18, 600 », SOK 1, 600 100 
\ ru nt f equivalent 500-pound bal 
I t 1a ties des iand idjust t irpoees 
+4 iercia ytton a 1 tock all 
4 Adjust ( uy 4 total of 10,654,416 bales w reported a sumed July 30, 1950, to Aug. 4 
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bota 


Rayo nd acetate 


Potal 


Wool 
Rayon and acetate 


Total } R 4 8 8 0 


All foreign locatior 


Cc otton 4 | 4 8 
Wool ) ) x, 
Rayon and acetate & x | 2 

Total 6.4 6.8 


United States 


Cotton 29.1 25.4 1.4 1.0 
Wool 2. 2 3. 1 
Rayon and acetate f 8.8 8.2 
Total 26.8 { 12.3 
World total 
Cottor + ». 6 
Wool 


Rayon and acetate 


Total_. . 8. ¢ 0 


Estimated by Bureau of Agricultural Econ 


Source: Computed from reports of 0d a \ 


pt a 


Senator Scnorrret. Mr. Chairman, I would like to ask the gentle- 
man a question here. You say that foreign cotton consumption per 
person declined from the prewar level, and foreign consumption of 
cotton is now only about equal to that of 1938. The population is 
increasing. Are those people just skimping on clothing and stuff, on 
goods, materials, made from cotton? 

Mr. LowenstTeEIn. Apparently. 

Senator ScHorrPEL. What do you in the export field find is happen- 
ing? Are the synthetics moving in? 

Mr. Lowenstein. The synthetics are moving in, too; but if you 
add the synthetics with wool and cotton, you find they are still below. 
If you look at this figure 2, I think you will see what has happened is 
that E urope has gone up; Africa has gone up; but Asia has gone down. 
And Asia is the dete ‘mining factor there. That is where communism 
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is rife. That is what it means to me. These people are skimping 
along on this fiber. Whether they like it or not may be another story. 

Senator Jonnsron. When you speak of consumption, when does 
consumption start? When cotton is sold, or when cloth is sold from 
the mill? 

Mr. Lowenstern. This is when the cotton goes into the mill and 
starts processing. Those are the figures we use. 

Senator Jounston. You are not taking into account all of the cotton 
mills that have their warehouses stacked full of cloth at the present 
time, then? 

lr. Lowenstein. No; not if that were true. 

Senator Jonnston. You will find a great many of them have their 
warehouses full 

Mr. Lowrnsrern. The figures I have seen indicate that inventories 
of cotton voods in the United States | do not know about foreign 
countries—are not out of line at all. They are in very good shape 
That is, as of the end of January. Those are the latest figures I 
haveseen. There may be individual mills which do have heavy stocks, 
but for the industry as a whole in the gray goods end, they seem to be 
in fairly good shape 

Senator JoHNnsTon. Are they exporting now? 

Mr. LowensrTeIn. Strangely enough, our exports this vear are the 
largest exports of cotton fabric of any country in the world. That 
thing is a phenomena of two things: Our exports have gone up some 
in the postwar period, and international trade in cotton fabric has 
dropped off because of the thing Dr. Palmer talked about—the 
producing countries consuming their own cotton. Before the war 
they produced it, exported it, and then imported cotton fabric. 

Senator Jonnsron. I notice here, as far as ravon is concerned, since 
1950 it has gone down, too. 

Mr. Lowenstern. Yes. 

Senator JoHnston. Your synthetics there have held their own 
pretty well, you might say, since 1940. 

Mr. Lowensrern. ‘‘Others’’ includes wool, too. There is a table 
on the back of this thing which breaks it down in detail, table 3 
Rayon has gone down since 1950 per capita. It is hard to tell whether 
that is a trend or whether that is merely a cutting in of other syn- 
thetics on the rayon, which may be happening. In other words, 
nylon, dacron, and so forth, affect the rayon consumption as well as 
affect wool consumption, for example—although I do not think they 
have had too much effect yet upon cotton. I do not know whether 
they will or not. 

Senator Jonnston. Has the new process of making cloth had any 
effect upon the selling of cloth? Some of the mills are making im- 
proved cloth, of course, which lasts longer and which is better. Is 
that having any kind of effect upon the sales? 

Mr. Lowenstein. We have no proof statistically on whether it 
has had a long-time effect on cutting down sales or not. I would say 
this, that the better cotton fabrics that have been developed in recent 
years, largely through the efforts of the industry itself—the National 
Cotton Council and National Cotton Textile and Manufacturing 
Institute—have done a lot to keep the cotton market high. 

In certain fields cotton has taken some markets away from other 
fibers—women’s blouses and dresses, for example. So it is a hard 
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thing to evaluate. Just guessing, I would say it is probably all to tl 
good as far as cotton is concerned, instead of for the bad. 

The CHairmMan. Any further questions? If not, we will call on 
Mr. Read P. Dunn, director of the foreign trade division of the Na- 
tional Cotton Council. I am glad to have you here this morning, 
Mr. Dunn. I see you have a statement 

Mr. Dunn. If you like, I would be glad to read it 

The CHarrMAN. Maybe we will save time by reading the statement. 
Sometimes it takes longer to review a statement than to read it. We 
will have to get out o f here by noon. We have two witnesses left, 
and I think we can do he at all right. 

Will you state for the record, first, what the National Cotton 
Council is comprised of? Who makes it up? 


STATEMENT OF READ P. DUNN, JR., DIRECTOR, FORFIGN TRADE 
DIVISION, NATIONAL COTTON COUNCIL OF AMERICA 


Mr. o NN. The six seements of the primary cotton interest groups 


i 


of the National Cotton Council are the producers, the ginners, the 

warehousemen, the merchants, the seed crushers and the spinners 
Mr. Chairman and members of the committee: My name is Read P 

Dunn, Jr. [ am director of the foreign trade division of the National 


Cotton Council, which is the overall organization of the cotton indus- 
try including all six segments of the primary cotton interest groups 
The National Cotton Council is intensely interested in exports, 


not only of raw cotton but of cotton products The importance of 
foreign outlets to the prosperity of th me istry is obvious. Better 


than a third of our crop has been exported in recent years, and another 
5 to 10 percent has moved into foreign markets in the form of manu- 
factured goods. Cotton has the largest stake in foreign trade of any 
agricultural commodity; and cotton and its products represent one 
of the largest, if not the largest, export groups. <A substantial part 
of the total value is in the form of cotton textile exports. As Mr. 
Lowenstein has pointed out, the United States now ranks in first 
place as a textile exporting nation 

Here today I will not prolong the presentation with a recitation of 
the statistics, as the Department of Agriculture has presented the 
historic and statistical position fully. Instead I will confine my 
remarks to an analyss of market factors and to the necessity of a 
broad and consistent trade policy to develop foreion markets 

The cotton problem today is complicated by a numbet of factors 
which must be understood and evaluated before a constructive and 
effective program for the future can be developed. There are a 
number of temporary factors which account for the present slump in 
cotton exports. Some of them are: 

One. Expanded production and greater availability of all major 
textile fibers in foreign countries—not only cotton but synthetic 
fibers and jute. Pulp and paper output is also up. Much of this 
expansion was induced by the scarcity and high prices brought 
about by the Korean War. 

Two. Large textile inventories all over the world as a result of 
the overproduction following the Korean War 

Three. Reduced consumption especially in the raw material pro- 
ducing countries caused by falling prices of raw material exports 
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our. Lower textile e xports. 

Five. General price instability accentuated by the uncertainty of 
export policies of countries exporting cotton, such as Brazil, Pakistan, 
Turkey, and Egypt. 

Six. Lack of sufficient operating capital by foreign mills and in 
adequate credit. Operating capital was greatly reduced by the 
losses sustained in the recent textile depression. 

Seven. Forced reduction of cotton stocks in consuming countries 

Kight. Price discounts for foreign cotton. 

Adjustments are in process which will establish a better balance of 
supply and demand and alleviate the bearish influence of these 
temporary factors 

One. Textile surpluses have been reduced and stock ratios are now 
normal in most areas. 

Two. Synthetic production has declined markedly and stock ad 
justments of synthetics are being made rapidly. 

Three. Consumption is increasing as inflation is being checked 
raw materials prices stabilized as prices of cotton and textiles decline 

Four. Cotton production outside the United States uppears to be 
declining now that prices have subsided. 

Kive. There is general indication that stocks in consuming countries 
would be rebuilt to normal levels if and when more confidence wer 
established in the market 

It is important to point out here that the basic statistical position 
in which cotton finds itself is not really bad. Foreign cotton racer 
tion is very little larger than it was in most years before World Was 


Il and appears to be falling, not rising. ‘Total world consumption is 
approaching a record level. Per capita consumption is now back to 


the prewar average in many countries, not all. World carryover at 
the end of this marketing year — be slightly higher than for the past 
few years, but it will be low in relation to consumption when com 
pared to historical sien, “That was pointed out in the graphs 
Dr. Palmer and Mr. Lowenstein presented. 

There are a number of things which can be done immediately to 
hasten this adjustment and to stimulate exports 

Legislation to provide onshore risk against war is important. This 
would permit United States commercial interests to help rebuild and 
maintain the pipeline during a period when foreigners are not in a 
position to do so. This would also permit United States merchants to 
sell American cotton on more favorable terms than other cotton and 
would at least partially offset the price disadvantage now prevailing 
Such action would improve the competitive position of United States 
cotton. 

More effective use of credit would be helpful in stimulating exports 
especially since some foreign countries and most mills are short of 
operating capital 

The Cuatrman. Are you referring to private credit or Export 
Import 

Mr. Dunn. Both, Senator. We think that it will be necessary to 
provide more effective use of Government credit through the Export 
Import Bank because there are areas in the world in which commercial! 
banks cannot operat 

The CHarrMaNn. Has the trade discussed this matter with th 
kexport-I[mport Bank? 
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Mr. DUNN. Yes, in considerable detail The Secretary of Agri- 
culture has an Export Advisory Committee which is working closely 
with him and with the Export Bank on this matter 

The CHAIRMAN. Is the trade recelving generally cood cooperation 
from the Federal lending agency and the United states Di partment 
of Agriculture? 

Mr. Dunn. Yes, sir; excellent 

The CHarrMAN. And you look for such relationships to improve? 

Mr. Dunn. Yes, sir. 

The CHarrMAN. Rather than deteriorate? 

Mr. Dunn. Yes, sir; as the problem is better understood and 
we can refine and define proposals. 

The CuartrMan. That is the understarding that we have of the 


aS 


situation. The Department officials who have been before us have 
indicated an intention of encouraging private trade to develop its own 
solutions to these problems which have arisen and to cooperate in 
reaching such solutions 

Mr. Dunn. We think the cooperation has been fine They have 
certainly given private miterests every encouragement to come forth 
with their own solutions. 

The CuHarrMAN. It certainly is encouraging to some of the members 
of the Congress, at least, to find that such is the case 

Mr. Dunn. Chronic problems, however, will remain to haunt us 
The three most important are price competition, the low level of 
consumption, and the low level of dollar purchasing power abroad. 

Price competition is an elusive factor that is very hard to evaluate 
It is true that most foreign growths of cotton are now selling at prices 


equal or below that of United States cotton However, most people 
think that foreign growths will continue to sell below United States 
cotton until the so-called foreign surplus is cut down at least to normal 

Even an export subsidy at the present tume would probably be of 
practically no value because the foreign cotton producing countries 
would be required by economic pressures to meet the subsidy in order 
to move their cotton. The cash resources of these foreign govern- 
ments are extremely limited. Brazil for instance is thought to have 
more than 15 percent of its operating funds tied up in cotton. The 
country is committed to support the new crop now coming to market 
at over 40 cents per pound, which will increase the Government’s 
obligation. 

The CHatrman. Then the net effect of an American subsidy at 
this time would be to still further decrease the purchasing power of 
the other countries that would have to meet competition. Is that 
correct? 

Mr. Dunn. Yes, it would decrease their pur hasing power unless 
they move their cotton and their cash position is so strained that they 
will be forced to move the cotton and be forced to take whatever steps 
are necessary to meet price competition 

Since most of these countries have export taxes or multiple ex- 
change rates applicable to cotton exports, it would be a very simple 
matter to change the regulations to lower the selling price to meet any 
United States subsidy. 

It is also true that one cannot at this time te ll what the price re- 
lationship between United States and foreign cotton will be next sea- 
son. It is entirely possible the adjustment process mentioned earliet 
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will take place fast enough to bring United States and world prices 
much closer together next season. So, it may not be wise to attempt 
to devise ways of meeting foreign competition until it becomes clear 
what the nature and extent of the competition is. 

The importance of price competition also depends on the supply 
factors and on purchasing power. Now the United States is reduced 
to the position of the residual supplier. We make up the deficit. 
The supplv in the rest of the world and our minimum price policy 
puts us in that position. If our price policy results in encouraging 
production in the rest of the world, we will continue in this position 

The CuarrMan. | might point out that that is exactly the position 
we will be in as regards wheat if the International Wheat Agreement 


should fall through. We would simply make up the deficit in the 
world’s requirements because of the higher price which prevails for 
wheat in this country. The other alternative, of course, is to do what 
the other countries would do, as you pointed out in the case if we 
subsidize cotton. We would have to sul sidize wheat to meet the 
world market price. Otherwise, we would be simply a residual sup- 
plier 


Mi D1 NN On the other hand, we will also continue to he residus | 





supplier at any price level you may reasona 


hasine power is creatly restricted in comparison to pur 


bly conceive if the ) orld’s 
oe i 
dollar pur 

: ; 7 et Ponies uel soil as 
chasing power in other currencies for which cotton sells 


And in our opinion the level of purchasing power is really the most 


important aspect of the cotton export problem. At the moment 
doll ir exchange is nota real limitation. We have established credits 
that are going begging. Kven MSA allocations of dollars are being 
returned unused. But this is strictly a temporary situation 


The Cuarrman. We will recess for a few minutes for a quorum 
call on the floor of the Senate 
\ short recess was taken.) 
The CHatrMan. The committee will come to order, and we will 
resume the testimony of Mr. Dunn where we left off 
Mr. Dunn May I just comment, to bring Senator Eastland up to 


date. Senator, we had stated previously that there are many factors 
which are responsible for the slow rate of cotton exports at the present 
time, and some of them are temporary. We can now notice that 
there are adjustments in process 


l‘extile inventories have been worked down to normal; consumption 


is picking up a little bit; and particularly the foreign crop seems to be 
declining, not increasing, so that it is certainly conceivable that 
during the next marketing season the supply and demand relationships 
may be stronger than they are today. 

If that is true, then you might expect the price relationships would 
also be such that the differential between United States and foreign 
prices is narrower than it is today. 

The CHarrMAn. We also received assurance, Senator Eastland, 
from Mr. Dunn that they were getting good cooperation from Gov 
ernment agencies at this time. The prospects look good in that 
respect. 

Mr. Dunn. We had also mentioned some of the things that could 
be done to help improve our position and which could be done im- 
mediately, such things as more effective use of credits and on-shore 
risk-insurance program, which you are familiar with. 
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We all know th amount of our foreign ald must be reduced It 
the eutback in aid is not accompanied DY a rresponding mereas 
inh dollar Carhnine’s, th Nh dollar purcha ly powel will be reduce 

‘There Is HO GuUuestiotr rut hat a red ction 1 oreign roings 
would be very hard on Lnited States av itural eXports, esp thi \ 
on cotton exports 

Industrial efheien ¥ is increasing so ta 1 thi OunUry hat oul 
large manufact I 3a now fh uy COMpetlilive In the Orla Markets 
A a result agricu ire i D oreed to compete With Indaustry ) 
the foreign-earned dollars to a far greater ext than ever bef 

senator, | could eCInphasizt that, J ‘ ully Uh that Is highly 
significant and it Is a point that : ilture m p in mind ata 
times, that the hich L¢ vel o purcha in power ] yng to be essential 
if agriculture Is coine to be able to « ompel 

The CuarrMan. In that respect, | was discussing with Mr. Palmer 
the development of cotton industries 1 oth COUNLTIeS where the 
cost of the labor was very low. We had pointed out to us by, I think 
it was, Mr. Stanley Andrews of the Technical Assistance Cooperation 
that in some countries the price of labor was down to 30 or 40 cents 
a day. But even where industries are developing, the purchasing 
power ot those people vetting 40 cents a day 1) obably at lea { 
double what it Was Deiore they went in there 

Thereby it does contribute to the imerease puret ing powell of 
the world as a whole. Of course, the greatest pe inl alth of the 
world almost lies in the possibility of increasing the purchasing powel 
of 2 billion people. We would not have surpluses very long if their 
purchasing power were even increased a very small amo 

Mr. Dunn. It is highly significant that in of Asia 
where you have half of the world pop lation 7 1 | hat i 
consumption of all consumer coods, iInciudimne tex les i ver Tow 
than it was last vear, and still lower than it wa prewal On a p 


capita basis it is still lower. 

The CuHatrMan. While a lot of people throw up their han¢ 
horror at the thought of human beings working for 40 cents a day, 
yet I think they fail to realize in some cases the purchasing power of 
those human beings is tremendously imcreased 

Mr. Dunn. The leading industrialist of India told us at a recent 
conference in Kneland that in his lifetime in his mull he had seen the 
wages of his people raised from 5 cents a day to $1 a day, and they 
are proud of it as compared to $1.50 an hour over here. But again 
it should be borne in mind, Senator, that the wage in itself is not the 
whole answer, 

With the United States industry paving $1.30 to $1.50 an hour, 


.'s : 1 t ti] ] i} rt 
which is far above the wages paid Dy ny t Lu industries O1 he 
world, we have still by reason ot efhierency been able to price ow roods 
so as to maintain the No. 1 POSLLLON a the cotton textile porte! 


of the world. 

A shortage of dollars abroad or a low | vel of dollar purchasing 
power will further encourage self-efficiency in food and fiber to a 
evreater extent than ever befor 

With a fairly high level of dollar purchasin power and a mM erate 


price level, we would not be unduly concerned about foreign com] 
tion, We are convinced th expand cott prodaductiol | ¢ 
very difficult outside the U1 [St hort period of time 
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but we know it can be done and that it will be done if our cotton is 
not available. 

But the loss of markets to synthetic fibers might be even greater 
if the rest of the world is forced to encourage self-sufficiency policies. 
Our losses to date have been largely to synthetics and not to other 
cotton. Foreign cotton production is not much larger than it was 
20 years ago, but the increase in the foreign production of synthetic 
fibers during that time is equivalent to more than 4 million bales. 
Foreign output in recent years has been at an all-time high. Europe 
as a whole is producing more than during the war when Hitler and 
Mussolini were grinding it out at phenomenal rates. I think we can 
savy with certainty that most of this expansion has been for self- 
sufficiency reasons. Rayon production requires no dollar exchange. 

Personally I am much more concerned about competition of svn- 
thetic “a in the rest of the world than competition of foreign 
cotton. While competition from the synthetics also has price and 
quality Rin ts, the exchange aspect t is by far the most important. 

Purchasing power and trade policy: Probably the biggest problem 
in achieving a high level of international trade lies in the other coun- 
tries. Many countries of the world are unable under present condi- 
tions to import what they need and are unable to satisfy the wants of 
their people because of inadequate and inefficient organi’ation of 
their resources. The fear of hunger and deprivation has led to the 
popular demand of self-sufficiency. This wave of economic national- 
ism has given rise to a rash of trade restrictions to protect small-scale, 
inefficient and high-cost producers. 

You also mentioned that earlier, Senator, that if we would look at 
the restrictions that have been placed in other countries as against 
the actions we have taken, ours has been in the direction of liberal- 
ization, whereas theirs has been in the direction of increasing restric- 
tions, and there are reasons for those actions. 

The result has been higher prices, a smaller flow of goods and 
services and reduced consumption. Social demands in too many 
cases have given rise to policies that have actually reduced production. 
The unwise use of money has also aggravated inflation, limited pro- 
duction, restricted distribution and also reduced consumption. 
These policies have in themselves limited the ability of the rest of the 
world to trade. There must be an imporvement in fiscal policies, 
in savings and investment, in production and productivity in the 
rest of the world if the people in these countries are ever to increase 
their purchasing power and become better customers. These changes 
are an ially necessary to lay the sseeaianek for the convertibility 
of currencies which is essential to reestablishing true multilateral 
trade. 

In this connection let me point out that we cannot expect to 
achieve the most efficient use of resources or the widest distribution 
of goods and services on a bilateral basis. The principle of multi- 
lateralism must be preserved. There have been a number of pro- 
posals recently for bilateral trade on a barter basis. It is our opinion 
that this is not the direction in which we should attempt to move. 

It is also our strong view that we must always keep trade and 
commerce in private trade channels. Government-to-Government 
trade cannot possibly be as efficient, as productive, or as beneficial. 
Maintaining a high level of dollar purchasing power without con- 
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tinued subsidy will require the development of a clear, consistent, and 
effective foreign economic policy which must be integrated with our 
total foreign policy. 

This involves not only policy with respect to transactions across 
our borders but policy with respect to foreign aid and policy with 
respect to what other countries do in putting their own houses mm 
order in becoming more productive and more able to satisf thei 
demands. 

There are many parts to the problem of developing an intelligent 
import policy for the United States. It is highly important that we 
develop and maintain a clear and consistent policy which will not 
discourage foreigners from going to the time and expense of develop- 
ing markets here. ‘To this end it is necessary to establish and follow 
a careful and judicious procedure for restricting imports. The policy 
must be clear, decisive, and straightforward. In our opinion this is 
not accomplished by hasty unilateral action as permitted by section 
104 of the Defense Production Act which cuts across international 
agreements which have the effect of treaties and therefore violates 
the most sacred obligations this or any other government has. 


ell 


The CHarrMaAN. You understand why section 104 came into being, 
Mr. Dunn? 

Mr. Dunn. Yes. 

The CuarrMan. By virtual refusal of the administration to use 
authority which could have been used. 

Mr. Dunn. Yes; I think we understand the pressures that were 
operating there; but we also feel, Senator Aiken, that what is being 
done now to handle those products which are under price support in 
this country under section 22 is a much more expeditious way of 
handling the problem. 

The CHarrMan. I agree with you that section 104 stuck out like a 
sore thumb and created irritations which would not have prevailed 
had even the same means which existed in other provisions of the law 
been used. 

Mr. Dunn. Which were recognized under trade treaties and the 
other agreements that we had. 

The Cuarrman. Even under section 22. As we had pointed out 


just day before yesterday by Mr. Brossard of the Tariff Commission, 


section 22 had only been used 5 times in 18 years. I think it was 
used twice in behalf of cotton and three times in behalf of othe com- 
modities. There was one other investigation requested of the Tariff 
Commission which was not, however, acted upon by the President. 
In fact, no report was ever made. 

Only 5 times in 18 years. Anyone with common sense knows that 
there have been occasions more than 5 times in 18 years to use that 
provision, which is an orderly method. The trouble lay not with 
the law but with the refusal to use the law and administer it. That 
was the reason the Congress resorted to the adoption of section 104, 
which irritated people of other countries and stuck out conspicuously 
before the people of this country. 

Being one of the sponsors of 104, I tell you that that was a necessity. 

Mr. Dunn. To make our position entirely clear, we understand the 
necessity of such action while you have programs of price support in 
this country, and we are amenable to improving the section 22 pro- 
cedures which would make for faster action. 
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The Cuarrman. That is right. So long as we have high-level sup- 


port programs, we must have authority to regulate imports and even 


der section 104 the imports of dairy products increased millions of 
poun Is ove! what they were before section 104 Was placed on the 
boo N vertheless the irritation occasioned Dy it continued in spite 
of the increased permit for imports. 


Mr. Dunn. A clear and consistent policy requires the development 


ol set Of eriteria for determining injury and hen ior JUustITVInGE 
- 4 . . , ° " . > Ss . 

restrictions which are reatustic and which give proper weight to the 
national interest. Many foreigners areue that the uncertainty of the 
Ame! in market is one of the greatest limitations to the development 
ol Le Simplifying import precedures would facilitate and encour- 
n ports 

L ile neral attitude toward the acceptance of imports 1s highly 


Important It is absolutely necessary for the United States to decide 
whether it is willing to accept foreign competition and in what form 
and to what extent. If the policy is going to be to exclude all imports 
which are competitive, directly or indirectly, then we must resign 
ourselves to a low level of trade and to a greatly reduced volume of 
acricu iral exports. There are only a few commodities such as coffee, 
ba is, and some of the metals that are pot directly competitir 
iF § Vy 1S ¢ veloping hew products so fast that there are almost no 
imports that do not offer indirect competition in price if not in volume 
\\ can expect some growth of imports of the so-called noneom- 
etitive agricultural commodities and minerals depending on growth 
of the population, economic activity, rate of depletion, rate of sub- 
stitution, and so forth; but we cannot see anything substantial in the 
way of increases in terms of dollars from these imports in the imme- 
diate future, There have been enough studies in this field to make 
that rather definite 
\ real question occurs on competitive imp rts. Tariffs and quotas 
big problems here. Though our tariff rates have been cut 
back about 50 percent since 1935, we still have a great many that are 
restrictive and some are prohibitive. There are almost 500 items that 
till carry import duty rates of more than 50 percent ad valorem 
There are quite a few with rates ranging up to 150 and 200 percent 
higher. In this day and time when the farmers would rather 
ll their products for earned dollars instead of aid dollars, some ot 
these rates look pretty high 


Che IS ce rtainly n problem in reconciling protection to individual 
industries with the national interest. One of the greatest problems 
will be reconciling import policy in agricultural commodities with 
domestic price support policy, ( pecially on those products in which 
production is less than domestic requirements \criculture cannot 
hye in the inconsistent position of urging a tight import policy on 
agricultural commodities and a liberal policy on nonagricultural 
( od 

i} ‘ manv important aspects beside tariff poli \ There area 

domestic prel nees established by law and DY regulation 
h he effect of restricting imports. The most conspicuous 
robably the most meaningful is the Buy American Act. It is 
SUPrpris that taxpavers are beginning to wonder about the 
onableness of the provision that prohibits the Government from 


z 
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buving from foreign countries unless t 
more than 25 percent below the domestic price 


Mhere are also many opportunities in the held of services tor loreign- 


ers to increase their dollar earnings services Dow contribute abo it 
$4 billion annually to the foreign dollar earnings. In many cases 
policy adjustments by the United States would be helpful. The 
possibility of moderating our preferences and our subsidy poliey in 
the transportation field to permit loreigne! » earn more dollars Is 
worthy of study. Tourism could certainly be encouraged 

Foreign Investments isvally listed as a service item in th MAN 
of payments account pre bably holds the reat opportunity of 
anvthing that can be done for increas! ( Che dollars sc 
abr ad as loans or eq ut! Ve ments \ I msel_ves tin late 
buving immediate! This, | ever, Mav stimulate the movement of 
cap tal COods to a greater extent nan ricu iralt cCommodtiles 
But the service on these investments re i hil qaoilar arain 
foreign countries which we must recognize | e earnings were not 
being reinvest« now, the cost of s rvicin l ! nvestme! s abroad 
would exceed new investments and repres a net drain on foreign 


dollar balan 5 


The real benefit of foreign investment results from the markets 
created for United States commodities as a result of the higher level 
of economic development Canada is an excellent exampie o! this 
benefit ln the last decade a reme! ul umount oOo} Americal 
capital has been invested in Canada to develop the resources of the 
country As a result, total output has soared and national income 
has abou doubled Total CONSUMPTLO! h Ol Dp wha, t| Is imM- 
portant to us, consumption of textiles in Canada is up about 50 


percent in this period 

The CHarrmMan. Earning power m Canada has also approached 
that 1h) the United States, the pure | asing power ol the Lily ict al 

Mr Dr NN. Which has mace this Consumption possible, th Ss In- 
creased consumption of textiles 

The CHAIRMAN. | know because I live near the Canadian border, 


and it is difficult to even tell when you cross the border. There does 
seem to be a lesser spread between the farmer and consumer in 


Canada, however, than in the United States 

Mr. Dunn. It still is 

The CHarrmMan. With livestock prices virtually the same in tl 
United States, the consumer prices still 

Mr. Dunn. But the transformation that has taken place in Canada 
within the last 10 or 15 vears Is one of the miracles of history, the 
application of dynamic principles in the development of purchasing 
power and consumption 

The CHarirMAN. It is due largely to American investment and 


American support prices. We will concede that, too. We are today 
virtually supporting the prices of farm commodities in Canada. That 


is much better than cutthroat competition 

Mr. Dunn. Total trade is also up between the United States and 
Canada. There is no doubt this is the way to prosperity. Canada 
has done more than any country in the world in liberalizing its trade, 
yet the Canadian dollar is now the hardest in the world. Think of 
what the application of this same dynamic formula could do in the 
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development of the countries to the south of us and all over the 
world. United States policy will be important in determining the 
rate of foreign investment and economic development. 

This leads us to the other problem we first mentioned—raising the 
level of consumption to broaden the demand and widen the market 
opportunity for cotton. 

The opportunities are legion. If the same dynamic formula were 
ap nied and if consumption in Europe were raised to just half the 
level it is in the United States, an additional market opportunity 
would be created for 4 to 5 million bales. If output were raised and 
consumption were increased in the Far East just to the prewar per 
capita level, this would create market outlets for another 3 million 
bales of cottor 

A great deal of thought and planning by the entire industry has 
gone into programs to the end of increasing consumption. These 
proposals are summarized in the recommendations of the United 
States cotton textile industry to the first international cotton textile 
conference at Buxton last year, which were as follows: 

One. Research, advertising and promotion to create new end use 
markets for cotton and to strengthen cotton’s position in present 
markets. It is suggested here we take a leaf out of our own book of 
experience. We have proved that these means can be used to increase 
consumption. 

Two. Economic development and increased purchasing power to 
be accomplished by employing more capital, by achieving greater 
efficiency and higher labor productivity. 

Three. Lower prices for cotton textile products through greater 
efficiency in production and distribution, particularly in the clothing 
field; specialization, and optimum utilization of equipment. 

Four. Reduction of trade barriers that restrict trade and consump- 
tion. 

Since these recommendations were made, several projects have 
been organized to this end. The United States industry is now 
cooperating with the European industry along the line of points 
number one and three. The National Cotton Council has a team of 
advertising experts in Europe now working with the Europeans on 
sales promotion. The National Cotton Council is also taking a group 
of the leading experts in the technical field from industry and govern- 
ment to Europe within the next few weeks to help the industry there 
find new and better ways of using cotton more efficiently and more 
effectively. 

In summary, We are convinced that it is possible to maintain a high 
level of foreign purchasing power and to expand consumption. On 
this basis we think that cotton exports can be expanded. It is to this 
end that we ex pec ially urge that the committee and Congress address 
its attention. Agricultures’ interest in a high level of trade and higher 
consumption is so great that agriculture itself should assume the 
leadership in developing policy for this purpose. 

To this end we have recommended that a bipartisan commission be 
organized in the Congress and the adininistration to develop a clear, 
concise, integrated and effective foreign trade policy. We further rec- 
ommend that the Reciprocal Trade Agreements Act be extended i 
it present form for a year as an interim procedure and other actions 


in this field be held in abeyance until the overall policy is developed. 


i 
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The CuHarrMan. I assume you agree with the recommendation of 
president Kline of the Farm Bureau with regard to the setting up of a 
Foreign ee by the Congress and the executive branch? 

Mr. Dr NN. Yes, Sl lr, » have ae working closely with them on 
that and we are in hearty agreeme! 

The ¢ ,HAIRMAN. At this time thie "Chait is vlad to note the attend- 
ance at this hearing of Congressman Smith of Mississippi. We are 
very glad to have you with us, Mr. Smith, and hope that you will 
make it a habit. Come over here and see what is going on in the 
Senate committee and carry back any useful information to the other 
members of the House committee. 

Are there any questions for Mr. Dunn? It is certainly refreshing 
to have some optimistic testimony from one who seems to feel that 
the world has not comple ‘tely gone to the dogs and that the future is 
hopeful. More of this type of thinking and expression of thought is 
what we need today. 

I think the country as a whole got a lift from the speech made by 
Secretary of the Treasury Humphrey * New York the other day to 
the effect that everything was not going to the dogs; that we were 
not going into a depression; and in fact, when we look around, as 
you have evidently done in preparing your testimony this morning, 
it is difficult to be pessimistic as to the future of all of the opportunities 
which the world presents if we once get to work to take advantage 
of those opportunities. 

Any questions? 

Senator EastLaAnp. No questions. 

The CuarrMan. The last witness this morning is Howard Stovall 
from the Delta Council of Mississippi. We are glad to have your 
Congressman and your Senator from the Delta in attendance this 
morning. I am sure they are going to pay attention to what you 
have to say, Mr. Stovall. 


STATEMENT OF HOWARD STOVALL, DELTA COUNCIL OF 
MISSISSIPPI, STOVALL, MISS. 


Mr. Srovatyt. My name is Howard Stovall. I am a cotton pro- 
ducer from the Delta of Mississippi. It is a pleasure for me to 
appear before this committee to present my views as a cotton farmer 
on the relation of our agricultural exports and imports to our domestic 
agricultural programs. 

This is a subject which is of vital importance to the cotton industry 
and I might add to other segments of agriculture as well. For the 
postwar period 1945 to 1952 raw cotton e xporte averaged approxi- 
mately 36 percent of annual production. ‘This signifies the im- 
portance of foreign outlets for American cotton. If the United 
States cotton production is to be maintained at the level to which 
it is now adjusted, it is vital that these markets be maintained. 

The overall imports ince of export markets to agriculture as a whole 
is evidenced by the fact that total agricultural exports in 1951 averaged 
slightly over $4 billion, or 27 percent of the total value of all United 
States exports. 

The importance of agricultural exports may be illustrated in still 
another way. It has been estimated that some 18 million farm people 
are either directly or indirectly concerned in the production and mar- 
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25 percent of which is exported 


Cotton. w hich Is a labor intensti\ > crop, 1s of coneern to approximately 
9 million people 


keting of agricultural crops, over 


If the purchasing power of t] is laree seoment of our peopl is 


reduced either through curtailment of production or curtailment of 
price, we onlv have to look back to the earlv 1920’s and 1930’s to se 
what will happen to this reoimne nted economy of ours, 


Kxports of raw cotton and cotton textiles are not only of oreal im- 


portance to the domestic cotton industry but to the rest of the world 
which is dependent upon the United States for these products. The 
United States for years has been the world’s number one supplier of 


raw cotton, contributing over 40 percent of the raw cotton entering 


international trade. In 1952 the United States also ranked first as an 
‘xportel of cotton textiles 


Now that United States economic aid appears to be on the way out, 
it is urgent that the country’s trade policy be directed so as to recognize 
the need for maintaining foreign markets. Unless markets are built 
on a sound trading basis, the United States position of world leader 
ship in cotton will suffer. 


To illustrate the sensitiveness of price to declining exports we only 


have to look at the present season A loss of 10 percent of our total 
crop 1n the export market 1s lareel respo!l sible for the cde ( line incotton 


prices of more than 20 percent 


This drastic decline in raw cotton exports in particular during the 


current season is cause for alarm. We all hope this situation is tem- 
porary. If it is the beginning of a permanent trend, we are in for 
rough sledding. Major adjustments will be required and it is needless 
for me to add that the opportuniti s for shifting from the production 
of cotton to corn peanuts, rice, SO beans, dairy ing, or beef cattle will 


only multiply the “surplus” problems cropping up in these farm enter- 
~s 


prises Ihe loss of foreign markets for cotton or any other traditional 


export crop is not an isolated problem; it is a problem for agriculture 





asa whole. The contraction of agricultural output resulting from loss 
of foreign outlets will be painful, and it is needless for me to say that 
many farmers will go broke in the process. 

Our agricultural plant has been geared to full production now for 
some 10 to 12 years. During this period many changes have taken 
place. A large volume has led to efficiency in production. Great 
strides have been made in farm mechanization and the adoption of 
improved production practices. But in the process cash and fixed 
costs of farm operation have increased. Significant curtailment 1 
agricultural production might likely reverse the trend to greater 
agricultural efficiency 

The CHatrMan. That increase in the fixed costs of farm operations 
is going to be something to take into consideration in those years 
when it is deemed advisable to have acreage restrictions. 

Mr. Srovauu. Absolutely. 

The CuarrMan. These fixed costs, which now comprise a greater 
part ol the costs of production than ever before, could conceivably 
wipe out farm profits completely in years of compulsory reduced 
acreadce 

Mr. Srovautyu. Unless the price is maintained, correct, sir. 

The CuatrMan. And that makes the development of markets for 
this acreage more important, almost, than it has ever been before. 


ae 
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Mr. Srovauu. Tru On a mechanized farm, the investment 
machinery that has taken place in the last 10 vears to complete 
mechanization equals the price of the land | have as mue on 
farm—and I am sure these gentlemen here have, too—investe¢ 
machinery as I CO ild sel] mn land for That was not true 2( ears 
ago 

The CHAIRMAN. Eve ime vou reduce production of an acre 
have increased the cost of producing each bal 

Mr. Srovauu. | have 

The CHatrMAN. Unless you produce twice as many | to 
acre, ol course 

NM STOVALI \\ AVE LO prod ce mo Lies LO Lit I oO 





; Mr. Srovauu. Not vet 

Che CHatrRMAN. | think the wh mel yu cular | 
thie fect of aere l l ms because Le creased cos ) ‘ 
ducing a bushel of heat would go up rapidl In proportion to the 
reaquction mi the nunibe i acres 

Mir. STOVALL rue We lave been abl oO spread the ¢ » DY 
mechanizing our farms, the labor ga} We have lost in the Missis 
Sl 1 Delt and tiv ovel ie belt ibout 40 
percent of our la We } ve been LI o mech 
nize and take uy bye ul erm isiv costiy t 
Lo lo We have to compete with ndus rv. where thre have am 
mum wace cale to | eep labo on the arm SO | cannot see that we 
can reduce the price oO] the labor we have We certain! CAI Ot 
reduce the price of the machinery, because that is made ) UNLO! 
labor on a minimum wage seal 

So the farmer pretty well finds hims« lf between a roc k an la hard 
place unless he can maintain production and unless he can ma 
price. As Mr. Dunn has said, we feel that the maintenance of out 
foreign markets on a sound and farsighted basis olutely necessal 

These hearings have brought out manv aspects of the probiem Ol 
our foreign trade and stimulated much interest throughout the 
country. I have followed them with great interest From sevel 
of the newspaper accounts that I have seen, however, it seems that 
more emphasis has been given to the problem of keeping out imports 
than to means of maintaining export outlet Let me make myself 
clear 

I don’t think that any astute person Wo id deny that our import 
policy must be reconciled with our domestic agricultural policy and 
partic larly our aomestic price support olicy Loricultua is so 
complex, and its output is subject to so many variables, inclu ru 
weather, that one can always expect temporary crises in the mark 
for many agri ilt ral commodities In this connection | have ome 
very important point to make. Is it ot possible to h adie thes 
‘spot”’ problen sand vet follow L posit a i COnNSISI lore n 


policy which recognizes the Nation’s overall interests in exports and 
imports? Let us hope that this can be done 

Trade is a two-way street. We must import to be able to export. 
If we agree that a high level of e 
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economy from the standpoint of employment, efficiency in production, 
and efficiency in the use of our resources, then we must agree that our 
export markets cannot be maintained unless the country is willing to 
take imports in return. The alternative is the continuation of eco- 
nomic aid, loans, or grants on a permanent basis. 

| feel. gentlemen. that [ can do no better in making recommenda- 
tions to you than to include in my testimony the substance of the 
resolutions adopted by the National Cotton Council at Dallas, Tex., 
in January of this vear. I was a member of the committee which 
prepared these resolutions and was present d iTing the deliberations 
which preceded thew presentation to th delegate Tr mbership of the 
National Cotton Council. I feel that these resolutions express in a 
larve measure the views of the cotton —— cers grenerally as to what is 
most necessary to maintain and ulate cotton exports. 


First are the fundamental aie Y “recommendation as follows: 


One: We reaffirm our belief that maintaining a rh level of _— 
national trade and a wider distribution of goods pales services through 
out the world is vital to the continued prosperity of th e cott mu ale 


and Lo the national economy, as well as to the SCCUTIES of the free 


] 


world and further,’ that the convertibulty of currencies and multi- 


lateral trade through normal private channels are necessary conditions 
to full attainment of such objective 


Two: We urge that the United States Government seek to stimu 
late economic development, greater productivity, and increased 
pure hasine power throughout the world: (a sv encouraging private 
foreign investment, especially — helping to create a climat 
favorable to such investment, and through limitation of public 
investment generally to cdpanidaneeinends sulta le for p ivat - capital 
and vital to the interest and security of the | nited States; (D by 


encouraging maximum private technical assistance in economic 


de vel MPmMent and insisting that h C6 { chnical assistance to this end 
is required from Government, it be on a business basis and be limited 


for the most pat to demonstration — mstruction 
Three: As an initial and provisiona ep, we urge that the Trade 
Agreements Act in its present amy ded’ m be extended for a period 


of 1 vear, and that a bipartisan cviaeiaenial committee be estab 
lished to examine the conditions of world trade, to appraise the 
policies and purposes of the major trading countries, to explore the 
economic possibilities of und rdeveloped areas, to investigate Ways 
and means of obtaining more balanced economic relationships among 
the various countries, to study procedures for attaining general 
currency convertibility. 

Further, that in connection with convertibility of currency we 


. , 

believe that the first major step in the reattainment of a well-ordered 

world trade must be the removal of restrictions on the pound sterling 
‘ | + ; | 4 ] . . 

as an International currency ‘and it is feit that the said governmenta 


committee should study ey rticularh the advisabilits ol the | sited 


1 
States suppiving provision: 1 aid in the restoration of sterling converti- 
! 


bilitv; and finally, that it should formulate recommendations for sub- 
mission to the present Congress basis of whatever levisletive 
action may seem adv sable in the effectua ion of a fundamen al and 
co rehensive polic 

Then in an effort to facilitate and expand trade further we specif- 


ly recommend the following 


Kone 
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One: Since insurance against war and seizure risks in foreign coun- 
tries, especially ‘“‘on-shore’’ war risk, is not available and its absence 
is restricting shipments of American cotton, the United States Govern- 
ment should take steps to assure such protection I understand that 
is being done. 

Two: Complex and cumbersome United States customs procedures 
should be simplified. 

Three: The Buy American Act should be m« qained, especiaily as it 
applies to military procurement, 

four: The importation of critical and strategic materials should be 


encouraged and all 1 


mport restrictions should be further reduced as 
soon as possible on all natural resources CS pec 
of which the United States produces less than it consumes, as a measure 
of conservation and national security, as well as for stimulating trade. 

Five: Procurement abroad of military equipment for allied armies 
should be encouraged in lieu of direct aid and transfers of United 
States equipment as a means of increasing employment and purchasin 
power in the foreign countries. 

Six: State trading, where it is taking place, should be discouraged, 
and private com] etitive enterprise should be encouraged to the fullest 
extent. 


: ri} 1. rR } 1 ! 1 - . : 
seven: The Export-Import Bank should be encouraged to tnance 


sales of United States cotton where necessary to suppl ment com- 
‘cial credi T’o reduce the cost f buvine and processing U 
mercial credits io reduce the costs of buying and processin nited 
States cotton loans should be made available to the spinners of the 
country at the interest rate the Export-Import Bank is chargin 
a reasonable service charge, insofar as ossible. 
Fight: In addition to promoting increased consumption of cotton 


products in domestic and foreign markets, the industry t! 
Council should intensify its effort to promote the consumption of raw 
cotton with particular emphasis on the significant quality improve- 
ments that have been achieved, and that 1s bein done 

Nine: Whereas the prosperity of agriculture is vital to the welfare 
of the Nation, and so dependent on exports; and whereas a continuous 
flow of agricultural raw materials is essential to the ce and se 
of the world, we urge that the Secretary of Ag lture establish u 
mediate liaison with the Secretary of State and other agencies in ler 


to assure that efforts to maintain the continuous flow of food and 
fibers into foreign markets be an integral part of our fo n policy, 
and to assure that the force of foreign policy be directed immediately 


toward this end. 
The CHAIRMAN. J 
have vour contribution to the information which the comin ee h 
Are there any questions? 
Senator EasrLanp. Mr. Stovall, you have a very fine statem«e 
I notice you say: 
We urge that the Trade Agreements Act ts pr t ended rm ¢ 


tended for a period of 1 vear 


rm \T 1 } 4 
hank vou, Mir. Stovait. ve iT Vverv ¢ | oO 


You are not for the peril-point provision; : ou? 
Mr. Srovauu. No, sir. This was made in January. It does not 
mean current amendments [t means as it was amended last year. 
Senator Eastnanp. That contains the peril-poimt provision. I 
think it is definitely detrimental 
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Mr. STOVALL It shor ld be stricken out. That is the escape clause 
that cuts through our trade agreements It should definitely be cut 
out If I am not mistaken, it was my understanding that that was 
the amendment to the bill that No. 3 refers to striking out, that 
escape clause 

The CHatrrMan. Next Monday we have representatives of the 
United States Department of Agriculture who will tell us something 
of the trade arrancements of other countries, the trade barriers w hich 
are used to Keep commodities out, and icentives which are provided 
fer th 
need them 


e export of commodities pe rhaps to countries that mav not 


Then on Tuesday we have a hearing on pending legislation relating 
to the Extension Service appropriations allocations for the future. 
Then on the 30th of April we go back to the hearings on exports and 
imports, with particular reference to livestock on that day 


Senator Williams, I think all the witnesses who have appeared this 


mormu are in the room here I vou have any questions to direct to 
anv of them, this will be the time to do it 

Senator WriurAMs. I would hke to ask Mr. Palmer a couple of 
C Stions Mi Palmer I am r ferring to the charts on the price of 
cotton that vou incorporated with your remarks, table II] particularly 


With reference to these prices that you list as approximate prices of 
16, for the United States, the price is 
37 cents: Mexico, 37 cents; Pakistan, 36 cents. Are those normal 
differentials that you reasonably expect m the different markets in 


cotton, for instance, on April 


relation to the American price? 

Mr. Parmer. Are you referring, Senator Williams, to the last prices 
shown in the table? 

Senator Wintutams. Yes. Are those the normal relationships to 
prices in peacetime? 

Mr. Paumer. Yes, sir, Senator Williams. They are not very 
different. I tried, in preparing this table, to get some prewar prices 
which would show what relationships prevailed in that time. I could 
not find qualities that were identical to those that are shown here, 
and so I did not put them on. 

Senator WiiutAMs. I noticed in the comparison there they are 
nearly on a level, not only on that particular date of April 16, but also 
throughout the latter half of 1952. The United States price was 
comparable to the Mexican price, the Pakistan, Turkish, and any 
other prices. That is the normal course that you should expect. Is 
that right? 

lr. Parmer. Yes; I should think so. Generally speaking, before 


ne war the comparable qualities of other cottons sold a shade under 
{ 


There is a definite preference for Ameri- 
can cotton because of the quality. Foreign spinners will pay a little 
premium for American cotton. 
Senator WILLIAMS. American cotton will always sell as high anyway. 
Is that right 
Mr. Patmer. Yes 
Senator WiniitAMs. On that same chart I notice that in November 


and December 1950, particularly, the domestic price was 46 to 50 


} 
the American prices abroac 


») 


cents; the Mexican was 65: Pakistan, 67 and 68; and then I notice that 
in January the foreign price rose to 74 cents. In other words, the 


telat aco 
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world price was about 20 cents a pound higher than the domestic price 
Is that right? 

Mr. PALMER Yes: it is just about as you see here 

Senator Wituiams. The world market price was about 20 cents a 
pound higher. That is in the first few months of the post-Korean 
period. 

The CHarrMAN. What year are you looking at’ 


Senator WiiurAMs. [ am looking at 1950 now That was after the 


Korean war. In other words, that price change developed as a r 
of the Korean war. Is that correct? 

Mr. Paumer. This is a very extraordinary season, Senator Willi: 
Our supply the vear before had become so large that acreage co 


< il i 
! } 1 } , . 
had to be applied into thi law, and they w applied Wi 1 
vear the combination of reduced acreage and a very bad grow 
son on the one side, with an immensely stimulated demand 


developed in the world after the Korean outbreak and the inst 
of our defense program 
Senator WittraMs. The point I am driving at is this: What cor 


trols were in effect? Was it export controls, or something else tha 
caused the domestic price of American cotton not to go as high as it 
did worldwide? 

Mr. Parmer. Yes. That season we did apply controls to 
exports, and there was a ceiling price later in effect 

Senator WituiAmMs. Then export controls accounted for t fact 


that our cotton was 20 cents a pound lower than the world mat 
Is that correct? Was there a price ceiling on cotton 

Mr. Patmer. Yes. 

Senator WituiAMs. Then the cotton that was exported from 
country after, say, Mr. X got an export license to move cotton ft 
this country was subject to ceilings, or was it sold in t 
then? 

Mr. Paumer. No; cotton for export was subject to the same cor 
trols as cotton sold domestically 

Senator Wiuuiams. And it had to be sold at the ceiling price in 
country? 


Mr. Patmer. Yes, sir 


Senator Wiuturams. If I remember correctly, we had an inventory 
of around 3,500,000 bales at the outbreak of the Korean war, wh vas 
owned by Commodity Credit. Is that right? 

Mr. Patmer. That may be \Ir. Bell het I think, can an 
that question. Can you give us the amount of that held by C 
modity Credit on the Ist of August 1950? 

Senator WiuutAMs. The Ist of July 1950, let us say I th 
will find it to be about 3,000,000 bales, and yu liquidated that cot 
within about 3 to 4 months. It was liquidated domestically, so 


therefore it would be liquidat dat this American price lf I rem ) 
correctly, after the liquidation of this cotton b the Commodity 


Credit Corporation you issued export li SOS Following export 
controls you issued export licenses for 3,500,000 bales. 
| am wondering, was that 3.500.000 bales that was exported er 


export licenses after we had liquidated our mve 
world market price or exported at the domestic 1 

there any restrictions as to the price that could be charged on that 
cotton? 


itories exported at the 
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Mr. Pautmer. After the price controls were applied, Senator 
Williams, they were made ap] ylicable - 

Senator WiiuraMs. This all happened in 1950 and early 1951. I 
do not have the exact months here. You had around 3,500,000 bales 
of cotton on hand at the outbreak of the Korean war. Y ou liquidated 
that in about 3 to 4 months at a profit of $25 or $30 million, and it 
was liquidated at a time when this cotton could not be shipped out of 
this country and it was liquidated within this country. 

Chen within 60 or 90 ds ays after we had completed our liquidation 
we maui “l export licenses for about the same amount of cotton—to 
be exact, 3,500,000 bales. Now I am wondering, did that 3,500,000 
bales of cotton move out of this country at the lower American price, 
or did it move out of this country at the world price? That is what 
I would like to know. 

Mr. Pater. I cannot answer that, Mr. Chairman. 

The CuHarrMan. Mr. Dunn possibly can answer that. 

Mr. Dunn. If I may, Senator Williams. It is true that the cotton 
sold for export sold at the domestic price. The domestic price was at 
the ceiling during most of the 1951—52 cotton season. As we moved 
into 1951—52—cealendar 1952 year—the prospects of a much larger 
crop undoubtedly bad more effect in holding down prices in this coun- 
try than the existence of a ceiling. 

‘Senator WituiaMs. I understand that, se I am not debating that 
point right now. What I am asking is whether this 3,500,000 bales 
of cotton that we did export was exported at the price comparable to 
what it was sold for in this country, or whether it was exported at the 
world price, which was 20 cents a pound higher. 

Mr. Dunn. It was sold at the domestic price because the competi- 
tion in the domestic market forced the sale at that price. In other 
words, there were enough people willing to offer 46 or 45 cents so that 
the foreigner could get his cotton at the domestic price. 

Senator WiiuraMs. That is what I had been told before, and you 

re perhaps right. Assuming you are right, how do you reconcile that 
with the statement just made that American cotton would always 
bring as much as world cotton, and yet during the last half of 1950 
the world market was 20 cents a pound higher than our cotton at that 
time? Now, why did we have to sell this cotton for 20 cents a pound 
less? What was wrong with our cotton in that period that it would 
not bring the world market price? 

Mr. Dunn. I think the difference there, Senator, is in the propor- 
tion of the crop which goes export to the domestic. In other words, 
the proportion going export is smaller in relation to the total cotton. 

Senator Witu1AMs. There was a smaller proportion going export 
according to your figures because we restricted our export for a period 
of about 6 months, but then we granted export licenses for 314 million 
bales in the following 60-day period. The export licenses were 
granted immediately after we had liquidated all of our surplus in this 
country. 

The CHarrMAN. Senator Williams, Mr. Lowenstein from the De- 
partment is here and thinks he may be able to shed some light on 
the question. 

Senator WriurAMs. I think there is an answer. 

Mr. Lowensrern. First of all, Senator, there was a price ceiling on 
cotton that was slapped on in February of 1951. 


SINT Seti 
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Senator WiLuiAMs. J 
went into effect when? 

Mr. Lowensrern. In February I think it was frozen. 

Senator WixuuiaAMs. Prior to that time 

Mr. Lowenstein. Prior to that time the price of domestic cotton 
was climbing, but it never increased to that point. We had export 
restrictions on it. 

Senator WituraMs. That is true. Then there was no price ceiling 
prior to February 1951. Is that correct? 

Mr. LowEnsteEIn. I believe that is right; it may be a little bit off. 

Senator WitiiaMs. The sales to which I am referring took place in 
1950 after the outbreak of the Korean war. The Commodity Credit 
sold all of the cotton it had in inventory and it was sold on domestic 
markets while there were export restrictions. You completed the 
liquidation around September 1950. It took you about 90 days. 

Mr LOWENSTEIN. The export restrictions did not go in effect un il 
September, if I recall correctly. 

Senator WituiAMs. But they were in effect at the time you made 
the big dumping of our American cotton 

Mr. Lowenstein Richt. 

Senator WiLuiAMs. It was all dumped at a time when buyers 


could not export it, SO 1l Was bought to be } pi and Ss id al domestic 


ust a minute. The price ceiling on cotton 


} 1 


prices in this country, unless somebody knew there were doing to be 
export licenses. Within 60 days after the CCC had disposed of this 
cotton, export licenses were granted for around 3,500,000 bales of 
cotton, which by a coincidence was about the same amount that you 
had liquidated. 

These sales were prior to the price ceilings. Were there any 
restrictions as to the price for whic h this cotton could be ( xported in 
late 1950, or did it move out of this country into the world market at 
world market prices? 

Mr. Lowenstein. It moved out of this country at the prices the 
exporters could sell it for. The Government had no restrictions. 

Senator WiiuiAMs. That is the point. There were no restrictions 
as to what they could get. 

Mr. Lowenstein. What the exporters actually got, I do not know, 
and I expect no one else knows. But as far as the Government is 
concerned, they moved it out at domestic prices. 

Senator WiituiaMs. They got all they could; is that correct’ 

Mr. Lowenstein. That is right. 

Senator WituiaMs. And in November and December, the period 
during which that was done, the world market was about 20 cents a 
pound higher that it was domestically. Is that not correct? 

Mr. Lowenstein. That is right. 

Senator Wriiuiams. Now, under normal circumstances, either in 
that period or throughout your experience in the Department, did 
American cotton sell as high as any other cotton in world markets? 

Mr. Lowenstein. I see what you are driving at. Not in this 
particular year, it did not. 

Senator WiLtu1aMs. What was wrong with the American cotton in 
1950 that it would not 

Mr. Lowenstein. Let me explain it this way. We had export 
restrictions, as you know, on cotton in this country. The foreign 
exporters knew this, and they were taking advantage of it. The 


) 
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countries, which at that time were engaged in a terrific speculative 
boom in the consumption of cotton and in the stockpiling of textiles, 
were anxious to get cotton because of the war scare and they went out 
and they paid these prices. We did not have 3,500,000 bales export 
allocations outstanding in the fall of 1905. 

Senator Wituiams. Yes; you did. 

Mr. Lowensrery. No; it came later. It had been specifically 
allocated 

Senator WiLurAMs. You granted the export licenses 

Mr. Lowenstein. We granted the export licenses, but 3,500,000 
bales were not allocated until sometime in 1951. 

Senator Witurams. Early? 

Mr. Lowenstein. I would have to look it up. I cannot tell. 

Senator WiiuiaMs. I noticed in March the Mexican price advanced 
to 87 cents, which meant that it advanced another 20 cents between 
November and March; so if they held them up, it was 40 cents 
highe1 

Mr. Lowenstein. Let me explain this thing. You had some export 
licenses which were granted in the fall, about 2 million bales roughly, 
if I recall 

Mr. Be.u. September 8, I think, was when it was started. 

Senator WiiuiAMms. In September and October 1950 we granted 
these licenses. 

Mr. Lowenstein. They began to build this thing up. Then it 
went up to 2,500,000, and so forth. I am not sure exactly of the 
quantity figures. If you would like, we can look up the record and 
give it to you. 

Senator Witttams. I have that record; that is all right. The point 
I am trying to establish is that this domestic cotton, upon which you 
did grant export licenses in 1950, was moved out into the world 
market at the world market price or whatever they could sell! it for. 

Mr. Lowensrern. Whatever the private trade could sell it fo: 


Senator Witurams. And am | correct that both of you 
normally American cotton will move out nto the world mat 
bring as much as other cotton? 

Mir. LowmnsteEIn. That is right, of comparable qualit 

Senator WiriuiAMs. According to this chert which vou are meorpo- 
racu the record today, the world market price of cotto \ Ppoout 
2{ its % Mound hicher than our domes ‘cotton price for Novembe 

| December 1950. In March 1951 it had moved up to 46 cents 
pound higher than the domestic American cotton price but even 
using the lower figure, the 20 cents a pound on the 3,500.0 mies 
of cotton exported at this price the extra comes to around $350 million; 

that correct? 

Mir. LowEeNstTeE IN. It is quite a hunk of money. Let me say one 
thing 

Senator WiiuraAMs. Is it around $350 million? 

Mir. Lowenstein. I would have to do a little figuring 

Mr. Paumer. The Senator has put his finger on a verv important 
point ther but I tl ink that there is a7 other 1 fe tor in his that oucht 
to be eX] lained If vou take these figures as they stand and assume 


that these are the prices at which we buy the cotton on that day, then 
vou do have these vast differences. 
Senator WintuiAMs. Was it $350 million? 
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Mr. LowEensteEIn. Yes 
Mr. Paumer. But the practice of the cotton trade is to sell forward 


n the sprmeg and m the summer for shipment out of the new cro 


In the spring of 1950, as | reeall, because of the certainty that tl 


United States would have a ver small crop, there was extraordinary 
demand from Europe for our cotton \ creat deal of cotton was put 
on the books at prices which were elated to oul resent 

Senator WitiramMs. Could I clarify that in my own mind. As 


suming vou are descrbing Mr. X, the cotton broker-exporter, do vou 
mean that long before the outbreak of the Korean wer, anticipating 
a surplus crop, Mr. X had sold short the 1950 cotton crop? Is that 
what you mean? 

Mr. PaumMer. I would not say it was in anticipation of any surpl 
It is quite natural for shippers to make forward sales 

Senator WILLIAMS nd that this cotton ship] d under this expo 
license was delivered to this 

Mr. LowrEensteEINn. Put it this wav, Senator Williams. The normal 
practice in cotton trading is a he aging operator | do not know thi 
thinking of those people, whether they actually anticipated a larger 


cotton crop or not 


Senator WiuuiAMs. The point I am getting at is this It is 


material whether Mr. X had committed himself for a half milli 
bales of cotton prior to the outbreak ol the war and prior to knowmeg 
that the market might advance and subsequently took this cotton and 
delivered it at really nothing more than a normal profit; or whet! 
he sold it and made the 20 cents a pot in one case it ou Ede 
extraordinarily large profit; in the other case the Government wou 
ay baling him out of a short sale bv lettine him have cotton cheap 
at the domestic price Otherwise if he had not been able to do that 
he would have had to pay the difference on the world marke 


) 
i 


that not correct’ 
Mr LOWENSTEIN That would be corre¢ 
Senator WiuuiaMs. And it boils down to the fact that the Commodit 
Credit Corporation sold in the first 3 months of the « res Oo 
Korean war a $350 million bargain to somebody, did it not 
Mr. Lowenstein. Yes 
Senator Witu1Ams. Am I correct in that, or no 
Mr PALMI R. | could not fol| Ww that questio1 


; S - 
Senator WiituiAMs. Let me put it this way Suppose we had not 

put export controls on at that time The Commodity Credit Cor- 

poration could have exported this cotton, which it sold domestica 


into the world market and got $350 million more than it did in th 
domestic market, could it not? Could they or could they not 

Mr. LoweEnstTEIN. | do not know. 

Senator WiturAMs. Based upon the sales 

Mr. Lowenstein. What I am getting at is this. I want to answe 
your question. What I started to say is this I do not know what 
the regulations of the Commodity Credit Corporation are with respect 
to selling that cotton. 

Senator WiLLIAMS. Just a moment. Pass over whether or not 
they had a right to do it. I am just assuming that this 3,500,000 
bales of cotton that the Commodity Credit Cornoration disposed of 
in this country had been exported within the following 3 moiiths it 
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would have brought $350 million more on the world market to the 
Commodity Credit Corporation than it did by selling it in this country. 

Mr. Lowenstein. If they had held on to it, yes 

Senator WituiaMs. No, if they sold it, because your foreign markets 
were then 20 cents higher. Pic wey ‘ommodity Credit as a pris ate 
business corporation, they owned 3,500,000 bales of cotton. They 
had a choice of disposing of it reek ally on the one hand, as they 
did, or exporting it direct into the world market for what they could 
get. By your own statement, it would have brought about $350 
million more. Is that correct? 

Mr. Lowenstein. The point is, the private concerns did not. The 
private concerns had the cotton and they did not sell it at those 
increased prices. 

Senator Wituiams. At first they did not because there were export 
controis 

Mr. Lowensretn. There were export controls, but there was no 
control on the price they could have received. 

Senator WituiAMs. But once the cotton was exported, you have 
just said it moved freely into the world markets. You admit this 
3,500,000 bales moved into the world market at $356 million more 
than it sold for in this country. Is that not correct? 

Mr. Lowrenstrern. No. 

Senator WitxiiAMs. It could have moved in there. 

Mir. LowEensteEIn. No, it did not move into the world market at 
$350 million. 

Senator WituiAmMs. What did it move at? 

Mr. Lowenstein. These are landed prices in Europe which Dr. 
Palmer has here. These are not domestic prices; these are landed 
prices in Europe. 

Senator WituraAms. And they are 20 cents a pound higher than 
American prices, 

Mr. Lowenstein. Our cotton is 20 cents a pound cheaper, so that 
means our exporters sold the cotton at 20 cents a pound cheaper; 
our private exporters with no controls from the Government sold 
the cotton at 20 cents a pound cheaper than they were paving for 
the growth—if vou want to use the 20-cent-a-pound figure. 

Senator WituiAMs. Do you mean that bargain in reality was passed 
on to the foreign buyer? 

Mr. Lowrnstrern. That would be the conclusion. 

Senator Wriuiams. That is the conclusion. That is what I am 
trving to get. Then we are to understand that the profit was not 
an extra profit here to domestic exporters. Is that correct? 

Mr. Lowenstein. Right. 

Senator WituraMs. But that the foreign buyers bought this 
3,500,000 bales at $350 million less than they could have bought com- 
parable cotton. Is that correct? 

Mr. Lowrnstern. If they could have found the comparable cotton. 

Senator WiniraMs. The next point I would like to ask you is, who 
got this $350 million bargain, and just why did we sell this particular 
3,500,000 bales of cotton for $350 million less than it would bring in 
the world market? If foreign buyers got the bargain, I would like 
to know who the buyers were. There is a difference of $350 million 
by your own figures. 
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Mr. Pater. Senator, I am sure you do not want to arrive at a 
miscalculation on this thing. I think there is a tendency to over- 
simplify this matter in arriving at your calculation of $350 million. 

Senator WiiuiaMs. How much does it come to? The difference of 
20 cents? 

Mr. Parmer. What happened was that these prices were largely 
determined by the sales that were made before the controls were 
applied. 

Senator WiuuiaMs. That means that some of our domestic exporters 
were short of cotton, then. Is that correct? 

Mr. Pautmer. It isnormal. It is the way the business 

Senator WiL.iAMs. I am not finding fault with that. I am familiar 
with that operation, and I know it is normal. But the point is also 
when an operator is short, he is gambling on the future market, is he 
not? 

Mr. Parmer. Not necessarily. Shippers have the means of pro- 
tecting themselves against any great risks on forward sales 

Senator WiuuiAMs. Any short sale is a gamble on the future market. 

Mr. Patmer. Let me explain 

Senator WiiuriAMs. Or you can call it a hedge 

Mr. Paumer. The exporters do what is called selling the basis. 
What they do is to offer cotton to their connections abroad at a given 
number of points on a future market price. If the price is fixed, they 
buy the future; as long as the price is not fixed, they let the contract 
ride. Their only risk is in the basis, Senator, and that is a limited 
risk. 

Senator WiiiiAMs. Let me ask you this question. Suppose the 
Government had announced it was going to grant exporters licenses 
for 3,500,000 bales before they had offered any cotton for sale. Would 
it have affected the markets? There were no ceilings in 1950 
Assuming during that period when there were no ceilings on cotton, 
the Government had announced publicly that they were going to 
grant export licenses for 3,500,000 bales within 90 days and then 
offered this cotton, would the public announcement that you were 
going to grant 3,500,000 bales for export, have aifected the markets, 
versus an announcement that you were not going to export any? 

Mr. PALMER. Very possibly, if that had been done, but it was not, 
you see, until September that the decision was reached. 

Senator WiiuraMs. That is the point. 

The fact that we were going to allow this cotton to be exported was 
not announced until after we had disposed of all of our holdings 

Mr. Panter. But nobody knew. The cotton was salable under the 
law in the spring and early summer. 

Mr. Lowenstein. May I point out one thing here. Under the law 
the Department of Agriculture cannot make a forecast of the size of 
the cotton crop until August 1. No one knew at the time these sales 
were going on in the Commodity Credit Corporation what the size of 
that cotton crop would be, and the reason that we were forced into 
export controls at that particular time was that the cotton crop turned 
out to be extraordinarily short in the face of a very high demand, both 
at home and abroad. 

Senator WiuuiAMs. You say that was as a result of a short crop 
forecast of August 1. 
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Mr. Lowrenstern. It actually turned out to be short. But what 
I am saying is that we could not make a forecast of the crop until that 
time. 

Senator Witiiams. Until August 1. Your forecast as of August | 
showed you the danger of a short crop with which we were confronted, 
and therefore necessitated export controls. Is that correct? 

Mr. Lowenstein. Yes 

Senator WiiiiAMs. But you will find that you liquidated a substan- 
tial pari of that cotton in August after this forecast. Now, after all 
this cotton had been liquidated, after your forecast for August 1 
which necessitated export controls had been released, you issued export 
controls for 3.500.000 bales. 

What happened in between September and November 1950 that 
changed your mind that you could safely export 3,500,000 bales of 
cotton, when during August you said you could not? 

Mr. LowensTEIn. I am a little mixed up. 

Senator WituiAMs. You issued export licenses in September and 
October after the August 1 crop report and after all sales completed. 

Mr. Lowenstein. We issued export licenses from September on all 


through the season. ‘The export controls were not announced until 
September 

Senator WituiAMs. Yes; that is right. Sut you issued these export 
licenses, and you allowed the cotton to go out just the same. What 


developed to change your mind? 

Mr. LowenstEIN. I do not know, frankly. 

Senator Wiiuiams. There was a reversal of opinion, was there not? 

Mr. Cuarutes H. Barser (Foreign Agricultural Service, U. 5. 
Department of Agriculture). There was no period of probation of 
exports. We went from uncontrolled exports into a quota of 2 million 
bales to begin with until we looked the situation over, and then added 
to it a little at a time. 

Mr. Lowrnstrern. I do not know why the change. I do not think 
there was a change in policy. 

Senator WitLtiAMs. Would you be able to furnish us a list of who 
rot the bulk of this cotton not your little sales, but your sales over 
a certain minimum—of the liquidation of that 3,500,000 bales? 

Mr. Lowenstrern. You mean who it was furnished to? 

Senator WriuraMs. Yes 

Mr. E. D. Bett (Deputy Director, Cotton Branch, PMA, U. 5S 
Department of Agriculture). What countries it went to? 

Senator Wiit1ams. No. Who bought the 3% million bales from 
the CCC? 

Mr. Lowenstein. You mean where it was exported or who bought 
it? 

Senator WittiamMs. Both. First, could you give us a list of the 
people to whom you sold this 3,500,000 bales of cotton? 

Mr. Lowenstein. We can do that. I doubt if we could submit a 
list of who the exporters were. 

Senator WitiiAMs. I think we can get that perhaps from the 
Department of Commerce 

Mr. Lowenstein. You can get it by country, but you could not 
get it by individual firms. 

Mr. Beti. We have allocations by countries. 
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Mr. LowEnstTEInN. That can be given to vou 

Senator WituiaMs. There must be a record somewhere on it But 
will you furnish us a list ef who bo | it. 
It was in the last half of 1950: it was a quidated in about a 90-day 
period, so it should be I lative lv simple to oe 

Mr BELL. The cotton IS aliocated Dy ount Ss, and then the 
countries 

Mr. Lowenstein. He is speakirig of the sales of the Commodity 
Credit Corporation. 


il WS cotton, Who recelvec 


Senator WiLuiAMs. You liquidated practically all of your holdings 
in a 90- to 120-dav period 
t » I oo : 1 ] ] ? 1 
Ir. Brevi. I believe, sir, the datiol { ook pla before 
the last half of the vear, althoueh t] e was son I th 
Senator WILLIAMS. Some, but very s 
Mr. Beti. You would like to have for tl ear 1950 by months? 
Senator WiiturAMs. No; I would like to ha for just the last 6 


Mr. Beuu. Beginni \ ist 

Senator WiLuiAMs. Be nning June i ! thint p Of th fiscal 
vear, The Korean war broke o Jur “ i th it was but 
beginning with June, for the | 7 months of the vear, I would like 
to have a complet: report oi lI 1 

Mr. BeLI Sales of | CC ecotto 

Senator WituiAMs. Yes; you had about 3,500,000 bales I would 
like to know how you disposed of that 


(The information is as follows 


Week er Frid W 
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Domestic sales of 1948 crop pooled cotton 


Listed below are the names of purchasers and number of bales purchased: 


Alford Cotton Co., Albertville, Ala : 8, 851 
Allen Cotton Co., Chester, 8S. C 2, 150 
F. P. Allen Cotton Co ; ; 
R. H. Allen & Co., Memphis, Tenn . - 200 
Allenberg Cotton Co., Inc., Memphis, Tenn , 19, 905 
H. R. Altick, Memphis, Tenn ‘ 2, 220 


American Cotton Cooperative Association _ — J Pe 1, 367 
Anderson, Clayton & Co., Memphis, Tenn_- babe 798, 702 
Andre 3 Ludlam, Mempt is, Tenn 4 11, 4 





Andrews ¢ 


\ Ramsbottom, Greenville, 5. ¢ 7 a l, 
( I Andr 


ws Cotton Co., Memphis, Tenn 17, 009 
R. A. Armistead & Co., Memphis, Tenn 3, 

J. Aron & Company, Inc., New York, N. Y . 7, 686 
Attalla Warehouse & Gin Co., Attalla, Ala 948 
C. M. Arbaugh & Co., New Orleans, La_-_--- 1, 842 
M. Aura & Co., Ine., Dallas, Tex 7a 
Austin-Ogeburn Cotton Co., Smithfic ld, N. C — 3, 250 
J. A. Baker & Co., Charlotte, N. C 3 5, 502 
Barnwell & Havs, Men phis, Tenn ; 80, 311 





L, 

\ 

E. 

Beane ¢ Co., Tupelo, Mis 15 
R. A. Billups, Greenwood, Miss 1. 000 
Bla pur Hughes & Co., Me phis, Tenn 1, 486 
Bk & Unol ~ Memphis, Tenn 4. 343 
Bluff ¢ v ¢ ton Co., M phis, Penn 1, 000 
P. J. Boatwright & Co., Ed field, S. ¢ {59 
G. F. Boelsche & Co., Hous 181 
B ] Re W Co R23 
Boaz M 7 
Borden Mills, Inc., Kingsport, Tenn 3, 000 
Charles H. Bradshaw & Co., Memphis, Tenn 68, O82 


e ( : en l 
Brid es Cotton C 4 ke ee, Ala 11, 
A. C. Bri s & Co., \iemphis, Tenn 4, O70 
D. W. Bro ks, M mphis, Tenn : i. 
Paul I. Buckley, Memphis, Tenn 30 
Burgdorff Cotton Co., Springfield, 8. ¢ 


1 e 








‘ ) 
V. A. Burns, Atlanta, Ga-_- 2,503 
W. A. Burns, Cotton Producer’s Association, Atlanta, Ga 3, 025 
Bussell Cotton Co., Memphis, Tenn 1, 558 
A. Campdera & Co., Inc., Dallas, Tex 35, 177 
J. E. Cannon Cotton Co., Hartsville, 8. C__- 6 
Cantelou-Law Gin and Warehouse, Wetumpka, Ala 1, 749 
( \ (‘a & Co.. ( la Mi : 2.008 
J. RS Ca 2,180 
Cau & ¢ af 1, 740 
Clark B , Montgomery, Ala 219 
Cc} ’ ( lotte, N. ¢ 1, 828 
CI re , Ine., Charleston, 8. C 5. 338 
Coe! Bros., Lubbo Te? 1, 394 
Kr tr ( { Co New Yorlk N. ¥ 2,511 
Ss. 2) oe & ( \lemphi Te 5, S45 
I W. Colemat Ir. & Co Nie iphis, Tent S82 
Cone Mills ¢ or} , Gree sporo, N. ( 64, S30 
Connell Bros., | Memphis, Te 18, 033 
Cook & Co., Inc., Memphis, Ten: 156, 524 
Cotton Import & ] 0 Co., Dallas, Tex 6, 355 
(‘ott | As Ci iol Atlanta. Ga 3, S76 
rTM f¢ & ¢ Dallas. Tex Q. 928 
Cra « Co., Memphis, Tent 3, 293 
] I ( } e & 4 0. Tic New Orleans, La 63, 194 
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Domestic sales of 1948 crop pooled cotton Continued 


Crespi Cotton Co., \Mempl =, Ter 52 
F. M. Crump & Co., Memphis, Ten: Lt 
H. A. Cummings Cotton Cc 

Milton K. Cummings, Huntsville, Ala 5 
Dallas Export Co., Dallas, Tex 3 
P. H. Davies, Huntsville, Ala 3 
Deal & Tapp, Lubbock, Tex 

R. L. Dixon & Bro., Ine., Dallas, Tex 17 
G. O. Dougherty & Co., Kenedy, Tex 

Dunean Cotton Co. Ine., Decatur, Ala 

John A. Dupre, Memphis, Ten 
Edmundson-Neblett & Co., Dallas, 

H. E. Eldridge & Co., Memp! Is, Ler 
+ M. Elrod 


».. Urrec wood, 


Herbert Esch & Co., Memphis, Tenn { 
Esteve Bros., Dallas, Tes 19 
Farmers Cooperative Warehouse & Gin Co 

Farris & Co., Dallas, Tex 27 


W. D. Felder & Co., Dallas, Tex 
Ferguson Cotton Co., Shreve 
Ferrier, Mason-Smith & Co., New Orleans, La 
Fineberg Trading Co 

W. H. Flautt & Co., Memphis, Tem 

Florence & Co., Cedartown, Ga 3 
W. L. Ford & Co., Memphis, Ter . 
J. M. Fowler Co., Marietta, Ga 
Fulton & Sons, Memphis, Ter 

Gaffnev Manufacturing Co., Union, 8. | 
A. N. Garber Cotton Co 
Pearce Gardner Cotton Co., Me 
Garrott & Hicks, Greenwood, Miss 
W. E. Gates & Co., Memphis, Te1 


Chas. N. Giguilliat & Sons, Seneca, S. ( 
H Ww. Glasgow, Charlotte, 2 eR, @: 7 
Otto Goedecke, Hallettsville, Tex 8 


H. R. Gould & Co., New Orleans, La } 
H. H. Greene 

Ralph W. Griffin, Douglas, Ga 

W. D. Hall, Ine., Atlant 1, Gra 

Hammond & Hopper, Greenwood, Miss 

Harray Bros., Dallas, Tex 

Harriet Cotton Mills, Henderson, N. C 

W. D. Harvey 

Hazard Cotton Co | 
Helmbrecht & Co., Dallas, Tex f 
W.C Hicks Cotton Co., Green ood, Miss 

Hiller-Wilbur, Ine., New Orleans, La i 
Hohenberg Bros. Co., Memphis, Tenn Y7 


W. W. Holding & Co . W ake Forest, N. ( 2 


Holland Cotton Co 


Holmes & Swayze, Greenwood, Miss 6 
R. x Hoover Xx Co., Inec., j | Paso, Te ‘ 15 
John Hopkins & Co 

Jess Howard «& Co., Memp lls, ler | 
J. B. Hubbard & Co., Dallas, Tex 

Hudson Cotton Co., Ine Gastonia, N. C 


D. J. Hughes & Co., Dalla Lex 12 
Hulsey & Nebhut, Memp!l Tenn e 


Industrial Cotton Mills, Division of J. P. Stevens, Gr ’ 5. 

Inman Bros., Greensboro, N. C 

John S. Jenkins & Co., Norfolk, Va 7 
Fred Jernigan 

W. T. Johnson Cotton Co.. Griffin, Ga l 
C. I. Jones & Co., Salisburv, N. ¢ 12 


G. S. Jones, Hartsville, 8. C 
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Domestic sales of 1948 crop pooled cotton—Continuc 1 


ra nes & Son, | Ro Ar 157 
B. | illa, Ala 1, 340 
Ke & Buffir \ttalla ‘ 3, 873 
H. kK pre Galvesto Ie 90. 359 
Kendall & Kendall, ] erg! \] 41 
tev I brough & Co., M D lel 65 
ie ly Ron Cra 105 
K 1d Cott ( | Cy i ( 0 
I H iN X& | Coa OU 
W | | nm © ) ( \W\ ) ( ou 
Lake ( Cott ( La Cit ( 219 
I ( Mills, Or ia 2, 51 
:,. la t& Sons | N. ( 28 
, | & Co \l shi I" 1 
{ I D8. & ¢ 4 I 8, 000 











J}. ] ( & ( ( | mS. f 

| I> ime | \ 2 

J \ | | | - ( 1, 556 
a a (rast Ae 0 
a: Ee 5 Ir., Gi ‘ ( 0, 10 
I . Nier i j 2, 128 
a e334 & ( Cire od, M 2, ave 
W. J. I e, Col s, \ 9 ; 
La ( ( Wri (:a ) 
Cochran & P ' \] 25 
By aed & Co., A 1, Ga 826 
a. Low Corinth, Mi ,, 191 
S71 rv Co., Men r 287 
F. V us & Co., M his, Te LO 
| ( ( _N < I 1. 768 
Ml ( tv M iis, H 1] \ 1, SO 
li Mahan & Co., Mariana, Ark 268 
\la Brother Ine., New i (aa tS, 3SSO0 
W. O. Ma ( mn Co.. Congress, Ga 1. 152 
J Mavbank & Cx (Charl s. ¢ ] O6 
R MeCall, Easley, S. ( 292 
\i et ll & ¢ Be ne vill a SOO 
MeD & Bellinger, McColl, S. ¢ 225 
(ne H \VeFadde WX Bro New Orl I 0) QQ? 
MeG Dean & Ci Ine., Gaste n, N. ¢ 13, 023 
W M.. MeRae Co., Eastma (ra ) 
MeSpadden & Crain, Memp! L 13, 832 
Mert Co n Co., New Orlea La 1, 239 

lid-S Cotton Gr ers Associati \tlanta, Ga 13, 974 

Miller & ¢ Housto les 1 
I J. Miller, R I} le 1a 1, 315 
\i i Manufact C'o., Gres Nv. ( 2, 635 
M r & Peep! Marks, M 

H. Mol k Co., Dallas, Tex 2 

M ul Mills, Ss. ( } 

I \\ Nor yer Co Lr Cire Ss. ( 

Lue P.M r Lr ‘ Mi ny | l 

Mor & Willia 

H J. Murff & Co Mempl - 2A S 
Willia I Neale & Co., Dallas, ( 

Edmunds¢e Neb] & Co., Dallas, Te 

Th Ne roe Lo 12 

| mk Oake & ( MI phi Tent “ 

W. KE. Oates & \I ae 1 ) 
O’'D | » anf \ ae. 1, 892 
P yD ell & Co., Dallas, Ti 249 
Okla i ( Coopera e Ass iti Oklahoma City, Okla 79 
We by & Compa It W ac lex 1, 000 
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? s Cotton Oil ¢ Ky ? 
W. P. Rabb Cotton ¢ | ; 
Ramsey Austin Cot ( \I £09 


BA. Reeder & Co lore \la Ee 
Tho FF. Re ‘ \ 

tel! C'¢ | | | R s 
Revnolds-Col un ¢ [re \\ ( 0 


\ Kirbv S ler wy ) 
i. H. Sanders & ( [ [i ) 
a Searhor 1) ( 

Randol Scott & Co I l 7 7 
The Se mus ¢ (; rT Ny. ae ~ 
Ne] to Cotto Co LAut \ + 
Chas. W. Shepard & Co., ¢ \ 1,472 
\ 1. Sinclair & ¢ \ | 17 
Cla L.. Sparks, El Paso, 7 2, ( 

Al i ler Sprunt & So Co \I ) | 7 
Kugene B. Smith & Co., | Dallas, T ay 
J. FE. Smithwick & Co Le ; 
George Kk. Smith, Greenwoo 200 
Clau Sparks, El Pa 22 
EK. S. Stahel & Co f Orl i U 
stern be Mat und ¢ I a 27 

J. P. Steve @ 4 I ma OU 
J. 0. otm, K ! I 2, 000 
W. C. Stinson & Co.. Gree \ 

C. Stubblefield, Hillsboro, Ts 982 
Kinnett Sturgis & Co., Me ) Ten 

O. J. Tallant Cotton Co., Pontotoc, Mis 


Jesse R. Taylor, Opelika, Ala ¥ 
O. B. Taylor, Whitakers, N. ¢ {, SSS 


Stocke Taylor & Son, Dallas, Tex 6, 7 
lifton Cotton Mil lifton, Ga 
1 homp on Cotton Co., Dallas, Te» , 


D. B { hompson ‘ 
Lemar Thompson 2% 
Toler, Hart & Holt Mills, Ir . 
Ben W. Townes & Co., Greenwood, Mi 10 
Hugh E. Tucker & Co., Memphis, Ten: 

C. D. Tuller & Co., Memphis, Tenn 

l nited States Rubbe r Co Vien phis Tent 2g 
H. FE. Vaughn & Co., Dallas, Tex , O00 
Volkart Brothers, Inc., New Orleans, La 8. 572 
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Domestic sales of 1948 crop pooled cotton —Continued 


Waverly Cotton Mills, Memphis, Tenn ‘ I 

Joseph Walker « Co., Columbia, 5. C 21, 077 
W. L. Walker & Co., Houston, Tex . 81 
Weaver-Ozier & Co., Memphis, Tenn 1, 764 
Harry G. Webb, Huntsville, Ala 950 


John C. Webb & Sons. Den opolis, \la 1, SSS 
Wei srother Cotton In \lemphis, Tenn 96, 157 
Werthan Bag Corp., Nashville, Tenn 12, 823 
West Point Manufacturing Co., West Point, Ga 9, 657 
A. R. Wet nkamp & Co., Memphis, Ten 1, 006 
Wetenkamp & Gildort, Memphis, Tent 2, 087 


Whotleyv & O’Brien, Opelika, Ala 

Chas. F. Wheeler, Marshall, Tex 

White Bros., Littl Rock, Ark 4 40 

Marvin D. White Co., Littleton, N. C 1 

T. J. White & Co., Memphis, Tenn 19, 423 

Williar Cotton Co., Memphis, Tenn 11, 661 

Willingham Cotton Mills, Macon Ga 117 

Floyd Willis & Co., Dallas, Tex 1, 578 
} 
l 





Lee Wilson, McSpadden & Co., Memphis, Tenn 2,5 
Wilson Sales Corp., Gastonia, N. C 10, 65 
W. H. Wilson Co 79 


Ceorge B. Wolfe & ¢ o., Greenwood, Miss 501 
R B W oodfin Cotton Co.. Selma, Ala 3, 971 
Yarborough & Co., New Orleans, La 14, 395 
John M. Yarborough & Co., Jackson, Mis dD, 389 
Young and Worley, Orangeburg, S. C 394 


Te rry Yo Ing & 30.,. Greenwood, Miss 500 


Total sales 3, 705, 568 
All firms having same name combined, regardless of address shown. Sales through Jan. 30, 1951, after 
wh i} were stopped, 
Mr. Lowenstein. The answer to the other part of it, as to why the 
price of American cotton did not go up, I think is something as to the 
operations of the market. As Dr. Palmer says, they had forward 
commitments, They had the stuff hedged. 
Senator WinuiAms. I can understand why the domestic price did 
not go up first with export controls operating, and then later with price 


ceilings. But unquestionably the cotton that did move out of this 
country moved into the world market at world market prices, unless 
we had restrictions on it at a covernmenta! level, which you say we 
did not have until after F% bruary. 

Mr. Lowenstein. Apparently it did not. That is the point we are 
vetting at 

Mr. Paumer. I think, Senator Williams, something is wrong with 
your assumption. 

Senator WituiaMs. If this 3,500,000 bales between June and 
December 1950 moved out into the world market at 20 cents below 
the world market price, I would like to know why. 

Mr. Paumer. The basis—that is, the difference between the price 
in New York and the price at which the cotton was to be landed else- 
where—was fixed by contract. That was determined by contract 
before the cotton ws >; shi ped These prices represent the cost of the 
cotton landed as it was received abroad during these times. 
nator WintuiAMs. I know that it costs something to transport the 


cotton. but that is absorbed in vour differentials, in vour current sheets 


we referred to as of April 16, 1952, in which there was just a penny or 
two difference in the prices at the different markets—which I assume 
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would be largely taken care of as transportation charges. But 20 
cents a pound, or $100 a bale, does not represent a differential in 
transportation charges. That 20 cents a pound was only in late 
1950 and in early 1951, and then the differential in the American cotton 
and the world market goes back to the normal relationship. 

Mr. Patmer. Of course you understand, Senator, there was a good 
deal of agitation in the world and a fear that cotton outside the 
United States would be short just at a time when the textile industries 
of the world were booming. I think it is oversimplification to say 
that these prices represent the world market and that there is this wide 
difference, because had we been able to permit American cotton to 
move freely into the world, then you would have expected these prices 
to be in the same general relationship that you see over here 

Senator WiuuiAMs. That is true. I agree with that. But the 
point is that it was not moving freely and that which did move, moved 
in at the world market. If it did not move into the world markets 
and they had a two-pricing system, | would like to know how that 
two-pricing system operated and if it was in operatlon at any other 
time. Certainly, that cotton of ours which did move into the world 
market moved in at the world market prices 

Mr. Lowenstern. No, it moved in at the prices that are here. 
That is the point we are trying to drive at 

Senator WiLuiAMs. You are trying to tell me, as I understand it 
now, that these 3,500,000 bales that we exported in 1951 moved into 
the world markets at the domestic prices? 

Mr. Lowensrern. These are landed prices in Europe. 

Senator WinuiaMs. Yes, but the landed prices in Europe 

Mr. Lowenstein. Landed prices, and these are not prices we 
-alculated; these are prices that the Europeans have reported that they 
paid, you see. 

Senator WiuuiAMs. But there is a 20-cent-a-pound differential there 
there as compared to the differential in any of the rest of your charts. 

Mr. Lowenstein. That is right. I am not arguing that point with 
you. Of course it is right 


Senator WituiamMs. And 20 cents a pound is $350 million. And 
$350 million does not represent transportation charges 

Mr. Lowenstein. No; 1 am not saying that. The only thing I am 
trying to say is that this country did not receive it. Let us put it 
that way. The rights and wrongs of why we put on an export alloca- 


tion are something else again. 

Senator WituiamMs. That does not enter into this at all 

Mr. Lowenster. As far as we know, the exporters in this country 
did not receive the 20 cents a pound, or what other premium that 
you might think of. They received prices as you see here, minus 
whatever the charges are to get it over there 

Senator WinttiaAMs. You mean they sold at these prices you are 
indicating on your chart here. 

Mr. Lowenstein. That is right 

Senator Wiiuiams. And those prices you indicate on your chart 
averaged 20 cents a pound higher than the domestic markets 

Mr. Lowenstern. I do not see the point of this thing, if you 
pardon me. 








4292 FOREIGN TRADE IN AGRICULTURAL PRODUCTS 


Mr. Betu. Senator Williams, if you drop back about 3 months there 
to the period before controls went in effect, you will not find that 20 


cents difference. Our table does not go far enough back. 

Senator WILLIAM I venture to sav if you go on back 2 vears before 
that you will not find that difference and vou will not find that differ- 
ence within 6 months efterward You onl find it durine the last 
half of 1950 and early 1951; and that was at the particul: r time when 
Ww vere hort of eott he world tension was great, world prices 
were i rh, ii al COLLO Wa Ol rout un ler ; ort controls and only 
that Am ( , cott hich \ te i ved out into th VOrid 
Terie 

| | \{ ( ) { Lit (Tec mur’ ¢ porte \ e ¢ ! 
r¢ i) ty ¢ 0 lL @xi quotas thre COU 

( \\ LA \ ! \ ( I eClilh later, tbe dt 
not hay I rtol rue! i 

\I PAI MI | WV I L, el itor befor 
Is t| \ ef reed ) ( Cl ted The ( Mot! 
cotton sold m the sori and immer of 1950 for shipment out of the 
new crop than could actually be ce ivered In tne end There were a 
hnumbe Ot ee ries th: had « mtrnects wh se i nporters could not 
t} r cotto 1) ise ot the ¢ Hort re tr ion mn this cou I 

SEnAto Wii IAM With n did { Hey the cont ets? 

Nin Pal 1} ywercban i eCXPO! I's 

Senator Wiitutams. They were short at that parteular time? 

Mr. Paumer. Yes, but there is nothing wrong in. that. 

Sepator Wituiams. I am not saying there is anything wrong with 
il This is a normal prod edure, but they were short. 


Mr. PALMER iuey were short the basis. 

Senator Wiiurams. But it was a short sal Is that right? 

Mr. Patmer. They were committed to 

Senator Wiiuiams. To deliver so much cotton at a certain price, 
and that provision was fixed, as I understand it, on the pre-Korean 
price. Is that right? 
Mr. Parmer. Just as you might go to your grocer and buy a sack 


of flour and he agree to delive rit to you tomorrow 


Senator Wiiuiams. There is nothing wrong with it, but they were 
short sales. Is that correct 

Mir. Patmer. They were what they call forward sales, yes. 

Senator WituiAmMs. And it is a normal course of events Sut the 


point is bailed them out with Government holdings of cotton. 
Mr. LowkENSTEIN. S« nator, may | point out one other thing 
Senator WILLIAMS. Commodity Credit did not make those short 
sales 
Mr. Patmer. You have the exact record, I am sure, from the Pro- 
duction Marketing Administration, but the sales of the Commodity 
Credit cotton, as I recall, were extremely heavy in the late spring and 
anybody knew that there were going 


we 


the early summer, much before 
to be controls on exports. There was no way of knowing just where 
that cotton went. It is not possible to say that the cotton went into 


export 

Senator Wiittams. I think you will find that the bulk of your 
liquidation took place 90 days after the Korean war, according to 
my recollection; and you will find that the export licenses that were 


subse juently ranted al al t identieal wit thy 
holdings which Ww had 1 { L orpo 
Vir. Low) STEIN Nia | pon 
does not ¢o b cl D NO \ ~ ; S 
export all ea ions 3 nny | a 
actually fixing the pr ‘ . a 
could ay put out 1 ! ib Vi | 
those allo OnS Val i ( 
ihe ultimate expo | . 
but h la wort | ( 


controls were D 
demand was the determinin 0 atl 


oy 
worid demand 


Senator WILLIAMS. You will f nus a re ( ( LLes 

Myr. PatMer. Senator Willias st a ) explanatio to 
answer your question about the norn 
There was and has been, as I pointed out 1 fo ! 
time before this a premun nh i ( oO ) ttor O 
which got to the name of the s ‘ milum Brazilian 
cotton, for example, solid substa vy above 
that is the normal relatio; ip t becaus ‘ importing cou $ 
had ample soft currencies which Brazil would acece] 

When | say this lorelgi. Cocto Old ADO oO ) } | mean 
take the prices at which they Ss ld a O ert them into the official 
rates of exchange, vou come out ith a pri Uni s highs | ( : 
Actually What was happen re was that the soit curr 


discounted somewhat 
lt vave the appearance of higher va Ss, an hese ( r 
for perhaps Z vears betore ihis tim Son 


these price s here 


Senator Wiiirams. No doul | eis an explanation, and w t 
other information I wish you would furnish 1 But fr: \ 
admit that it does on the surfa l oes ( ( 

Mr. Paumer. I| think it oug! O explamed, and | 
explained 

Senator WituiAMs. I wish you would, b se it has | 


that has been in my mind for some time. 


Mr. Lowrenstern. One other point I tl t sho Ly) 
out here that happened in the early 19 ( hicl 
the fall actually Foreign prices were 
higher than ours 

At that time Import r COUNLTI Wer 
exchanging them for dollars at 20 pere 
out cotton, and t] ey still] i mit aA 
was still a 10-percent differential, you se 
official terms does not al yvavs f he stoi 

Senator WiuuraAMs. This chart that u rl | 
stand it, is in the equivalent United 


Mr. Lowenstein. This is at of] lira of ¢ 


Senator WILLIAM (nd VO hay LIX ¢ 


Mr. Lowenstern. No, these are official rates of exchar 


does not account for the discount 
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Senator WixiuiAMs. As I said before, I am sure that perhaps there 
is an explanation; but I wish you would furnish it to us because you 
see the question that is in my mind. 

Mr. Lownnsrein. First of all, we do not have the data on what 
happened to this cotton after it got out of the Commodity Credit 
Corporation’s hands. 

Senator WILLIAMs. You can give us the allocation by countries, 
and then if we want to follow through on that, we can follow through 
from elsewhere. 

Mr. Lowenstein. What happened to it after that, we do not 
know. 

Senator WituraAMs. Thank you very much. The meeting will 
stand in recess at the call of the Chair. 

(Thereupon, at 1 p. m., the committee adjourned until Monday, 
10 a. m., April 27, 1953.) 
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THURSDAY, APRIL 30, 1953 


UnitTED States SENATE. 
COMMITTEE ON AGRICULTURE AND Forestry, 
Washington, D. ¢ 
The committee met, pursuant to adjournment, at 10:10 a. m., in 


room 324, Senate Office Building, Washineton, D. C., Senator George 
D. Aiken, of Vermont, presiding. 

Present: Senators Aiken (chairman), Williams, Hoey, and Johnston. 

The CHarrMan. The committee will come to order. This morning 
hearings will be on exports and imports as they relate to the livestock 
situation. 

The first witness this morning is Floyd Davis, head of the Livestock 
and Wool Division of the Foreign Agricultural Service, United States 
Department of Agriculture. Mr. Davis, you have a prepared state- 
ment. You may go ahead with it. 


STATEMENT OF FLOYD E. DAVIS, HEAD, LIVESTOCK AND WOOL 
DIVISION, FOREIGN AGRICULTURAL SERVICE, UNITED STATES 
DEPARTMENT OF AGRICULTURE 


Mr. Davis. Mr. Chairman and members of the committee, nearly 
95 percent of the meat produced in the world is consumed in the 
country produced. In considering the 5 percent that moves in 
international trade, as will be seen later, there are two marked lines 
of cleavage. 

The first is related to sanitary restrictions affecting the movement of 
livestock and meat and is best exemplified by the efforts of the countries 
in North America to prevent the introduction of disease. The second 
line of cleavage relates to the prominence of the United Kingdom as a 
market for meat from surplus-producing countries 

The quantity of meat exported or imported from the North Ameri- 
can Continent is of small economic significance. The producers in 
this area have been able to produce meat to the extent of providing a 
per capita level of consumption second only to that in the four Southern 
Hemisphere export-producing countries of Australia, New Zealand, 
Argentina, and Uruguay where meat is one of the cheapest foods 
available and alternative foods are not readily available as in North 
America. North America produces about one-third of the meat in 
the world, but neither exports nor imports comprise more than 1 or 
2 percent of the output in normal years. 

The North American Continent is able to supply its people with 
tremendous quantities of meat in comparison to other areas of the 
world, partly because of absence of two important livestock diseases, 
foot-and-mouth disease, and rinderpest 
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Because of the absence of these diseases the necessary sanitary 
restrictions on the movement of meat into North America has an 
effect on trade paralleling the economic fact that production in North 
America pretty well meets requirements. The importance of the live 
stock industry necessitates sanitary safeguards and the tremendous 
output eliminates the need to import certain meats at the risk of 
introducing disease 

The sanitary restrictions are mentioned here because they dete 
mine the countries from which fresh or frozen meat may be imported 
Only three countries of any economic significance can supply fresh 
or 1rozen meat to North America. hese are Australia, New Lea- 
land, and [reland. Neither foot-and-mouth lise ase nor rinderpest 
exists in those countries. 

Thus far in this statement North America has been treated as a 
unit as the sanitary restrictions on movement of meat into this area 
are comparable and economic forces have a certain similarity. 

\ considerable degree of reciprocity between countries in North 
America exists in sanitary regulations governing the movement of 
animals and meats to the continent. The existence of strong live- 
stock industries in Canada and Mexico have been a favorable factor 
in keeping certain diseases away from United States borders and in 
stampimeg out such diseases promptly, in case of an outbreak, before 
it becomes entrenched in those countries. The strength of these 
industries in Canada and Mexico lies partly in their access to United 
States markets and partly from a high level of trade with the United 
otates 

Canada supplied the United States with an average of 232,800 
head of dutiable cattle, exclusive of dairy cows, in the 1939-41 period 
Movement which was shut off during the war was resumed on Aucust 
16, 1948. In the 4 years, 1948-51, United States imports from 
Canada averaged 370,000 head (including 52,000 head of dairy cows) 
and 80 million pounds of meat. 

By the end of 1951, Canadian cattle numbers were at the bottom 
of their evele, having declined from 10.3 million head in 1944 to 7.9 
million in December 1951. 

Exports by the end of 1951 were at a standstill. In fact, a few 
ears of United States slauchter cattle moved to Canada in late Decem- 
ber 1951 The rebuilding of herds began in 1952 when exports to the 
United States were cut off because of the outbreak of foot-and-mouth 
disease in Saskatchewan and December 1952 numbers stood at 8.9 
million head. Allowing for normal imarketings at 36 percent of 
December 1952 numbers, Canada may have an export surplus of 
100,000 to 200,000 head in 1953, including 50,000 head of dairy cows 
that are expected to move to United States dairv herds. There will 
pe a tendency for cattle herds in Canada to increase over the next 
2 or 3 years and marketing in the United States in that period may 
not average much above the 1939-41 level of 232,800 head exclusive 
of dairv cows 

Exports of cattle from Mexico to the United States are subject to 
export quotas, designed to prevent excessive exports, set by the 
Mexican Government. The Mexican Government has set a quota 
of 400,000 head for export as live cattle or as meat in 1953. The 
quota is further broken down to 100,000 head per quarter. The 


100,000 head set for 1953 is less than the 477,000 head that moved in 
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1952, of which only 127,279 entered the United St 3 ( 
Movement to the United States for the perl cl 941-45 verangced 
455,000 head all as live cattle 


The CuHarrMan. Did the Mexican Government put an embargo on 
the movement of live cattle to the United states a co iple ol day s aco? 

Mr. Davis. I have not heard of it 

The CHarRMAN. | read it on the news service, the United Press. 
I think. 

Mr. Davis. They have this quota, but I have not heard of any 
embargoes. 
The CHatrRMan. It is asy to get quotas and embargo s confused 

Mr. Davis. That is richt 
The CuatrMan. When was this quota put on; that is, the quota of 
200,000? 


Mr. Davis. They had a quota in 1952, and this quota was announced 


10 


early in 1953. 

The CHatrMan, I have not seen it in any of the papers, but on t 
ticker there was a mention of a Government embargo for the shipme 
of live cattle to the United States That was day befor »vestel 1a\ 

Mr. Davis. This is the season when they usually have a meat 
shortage in Mexico City, and frequently the government makes 
announcements to try to alay eat 


The Cu AIRMAN That was the reason rLV n, that they wanted 1 
make sure there would be no shortage of ieat in the country, and, 
therefore, it had embal zoed Shipment of ti live « attle to the United 


States. 

Mr. Davis. New Zealand, Australia, and Ireland constitute the 
only source outside North America that can ship fresh meat to the 
United States. However, for the current season (October-September), 
only about 20 to 25 million pounds of beef and lambs will be available 
for export outside the United Kingdom contract from New Zealand 
and Australia. Much of this meat goes to markets in the Pacific area 

Only relatively sma!! quantities from these countries have ever been 
sent to the United States. The principal reason for this is that most 
of these meats would need to be shipped frozen and such meats have 
never received favorable acceptance in this market 

Several attempts have been made in the past 35 vears to market 
New Zealand and Australian meat in the United States, but the expe- 
rience has been disappointing to the importers. About 20 vears ago 
a similar attempt was made to market frozen Lrish beef in the United 
States. Currently, small quantities are being received from Ireland, 
and it remains to be seen whether this trade continues. 

Turning from the fresh meats to prepared meats, here has been a 
small quantity imported into the United States from Europe except in 
time of war. This trade, has, however, shown a tendency to increase 
in recent years as a result of an effort on the part of the exporting 
countries to earn dollars. 

In addition, South American countries, mainly Argentina and Uru- 
guay, have developed over a period of years outlets in the United 
States for sizable quantities of canned corned beef. While the market 
in the United States for luncheon meats of this and similar kinds has 
expanded, the quantities imported have not increased accordingly. 

Returning to the world picture on trade in meat and meat products, 
the quantity exported from all countries in 1952 was about 3.9 billion 
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pounds. This is only about four-fifths of the quantity that moved in 
international trade in the peak year of 1937. ‘Total exports from all 
countries had averaged 4.5 billion pounds for the years 1934-38 and 
4.4 billion pounds for the 1946-50 period. 

The current level of meat exports in relation to those of the past 
varies greatly in different parts of the world. Exports from each of 
the South American countries are now significantly less than prior to 
and during World War II. 

In Argentina, for example, exports in 1952 dropped to less than 40 
percent of the level of 1934-38. The low level of Argentine exports 
largely reflects the effect of increased consumption in that country. 
Exports from Uruguay, Brazil, Paraguay, and Chile are all less than 
prewar. 

While meat production in Australia has been equaling or exceeding 
prewar output, the increased population has consumed more within 
the country; and as in the case of Argentina exports have been less. 

On the other hand, New Zealand, which normally exports about 
15 percent of the meat entering world trade, moved into first place 
as an exporter of meat by exporting nearly one-fifth of the meat 
entering world trade in 1952. Exports from New Zealand have been 
averaging well above prewar. About 75 percent of New Zealand 
exports are mutton and lamb well suited to the United Kingdom trade. 

Denmark, the Netherlands, and Ireland are the only countries in 
western Europe that export significant quantities of meat. In each 
of the last 3 years these countries have exported more meat than in 
prewar. For 1950, 1951, and 1952 exports have averaged 28 percent 
above prewar. Denmark is by far the largest exporter of the group. 
In fact, Denmark in 1952 ranked second only to New Zealand as an 
exporter of meat. These two countries with a combined land area 
less than Minnesota and Wisconsin supplies approximately one-half 
of the meat entering world trade in 1952 

An analysis of world trade in meat is not complete without reference 
to the United Kingdom which is by far the largest importer of meats. 
That country normally imports 70 to 75 percent of the meat entering 
world trade. As supplies from exporting countries are well below 
normal, United Kingdom imports in 1951 and 1952 were only about 
70 percent of prewar arrivals. 

Domestic production in the United Kingdom has been revived 
nearly to the prewar level so that per capita supplies stand at about 
70 percent of prewar. Per capita consumption for 1951 and 1952 was 
lower than in any year during or since the war except 1949. The drop 
in supplies from Argentina accounts for most of the decline in supplies. 
-_ United Kingdom received from Argentina 87,000 long tons of 

‘arcass meat and offal in 1951 and 110,000 long tons in 1952 compared 
oa an average of 436,000 for the years 1934-38. 

With the exception of the United a as the principal importing 
country and New Zealand, Denmark, Argentina, Australia, Urguay, 
and the Netherlands as exporting countries, most countries look upon 
exports as an outlet for temporary surpluses and imports to fill occa- 
sional shortages. 

Most countries have some mechanism to retain the domestic market 
for local producers in times of abundance in production and to allow 
imports to fill consumption requirements when the home supply is 
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short. In the case of the United States, sizable imports of cattle and 
meat occurred in the period 1948 through 1951 when prices were high. 
United States producers have shown some anxiety over imports in 
time of abundant production in the United States 

In summary, world trade in meat and meat products is well below 
normal levels and without early prospects of regaining 1934-38 levels 
or 1946-50 levels which were approximately the same. Very little 
of the meat entering world trade can enter the United States as fresh 
meat because of the existence of foot-and-mouth disease in most of 
the producing countries. 

The frontiers of meat production in the world where meat is pro- 
duced for export largely on an open range basis are nearly a thing 
of the past and areas of intensive production in countries such as 
New Zealand and Denmark are supplying the bulk of work exportable 
supplies. 

This is comparable to the situation within the United States where 
the bulk of the meat is produced under intensive farming rather than 
extensively in range areas. This comparison is made to illustrate 
that intensive areas of meat production in the world will make the 
largest contributions to exportable supplies in the future. 

Concurrently with the dwindling of export supplies of meat from 
some exporting countries, a number of deficit countries, though small, 
have been reaching into world channels to secure supplies of meat. 
Increased economic activity in these countries due in part to a high 
level of trade enables these countries to acquire meat from world 
sources. 

Mr. Chairman, I have attached a table showing the United Kingdom 
contracts for five principal countries to indicate the quantity that 
that country has tied up and also a table on the production averages 
by areas. 

The CuHartrMan. These tables will be inserted in the record, Mr 
Davis, and will help the committee in getting a clearer view of the 
whole situation. 

(The table referred to is as follows: 
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Mr. Davis. Thank you 

The CHatrMAN. I notice the variable prices that the United 
Kingdom has in its contracts with other countries, and I suppos: 
that may be due in part to what the country they are de: r 
accepts mM exchange. 

Mr. Davis. Partly that, sir, and the Argentine price, which is the 


highest, was negotiated late in December, whereas the ther prices 
were negotiated earlier. Furthermore, the meat from Australia and 
New Zealand is covered by rather long term contracts, which provide 
for an annual increase, not to exceed about 7's percent a year. Fur- 


thermore, the Argentine provides, I think, for a little higher custom 
than the others. 

The CHarnrmMan. We thank you. 

Senator Williams, we just had the statement of Floyd Davis, head 
of the Livestock and Wool Division 

Next we will hear from H. E. Reed, Director of the Livestock 
Branch, PMA, of the United States Department of Agriculture. 


STATEMENT OF H. E. REED, DIRECTOR, LIVESTOCK BRANCH, 
PRODUCTION AND MARKETING ADMINISTRATION, UNITED 
STATES DEPARTMENT OF AGRICULTURE 


Mr. Reep. Mr. Chairman and members of the committee, num- 
bers of cattle and calves on farms and ranches now exceed all previous 
highs. The cattle inventory on January 1 this year totaled almost 
94 million head, exceeding the previous peak in 1945 by 8 million 
head. ‘Total cattle numbers increased 22 percent in 4 years and 
most of that increase has been in beef cattle. A further increase in 
numbers appears likely again this year and during the next year or 


two, but there are definite indications that the increases will not be 
at the rapid rate of the past 4 vears. 
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As is usual during the first few years of increase in the cattle num- 
bers cycle, slaughter was relatively small. Last fall it increased 
rapidly and has continued at a very high rate so far this year. In- 
spected slaughter of cattle to date this year has totaled 31 percent 
greater than a year earlier and slaughter is expected to continue much 
above last vear. 

The CHarrMAN. What is that in numbers? 

Mr. Reep. Just a minute, please. We will check that, Mr. 
Chairman. Mr. Phillips? 

‘he CuarrMan, All right. 

Mr. Reep. In the years immediately ahead, as cattle numbers 
reach their peak and begin to decline, beef production is expected 
to reach even higher levels than is now resulting from the current 
large slaughter. 

The CHarrMAn. How do you know the numbers are going to 
decline? 

Mr. Reep. We are watching the cycle; and this present price level 
is going to cause some liquidation. As a matter of fact, slaughter 
up to date does not show any great increase in cow slaughter. 

The Cuarrman. The decline will be caused by price rather than 
any other factor? 

Mr. Reep. That is right 

ee CHAIRMAN. The reason I asked that question is you know for 


many years we have heard people predict that this is the last good 
crop year, we are going to have the 7-year cycle of good crop years 
and bad crop years. That precedent of 7 good years and 7 bad years 


got pretty badly shattered a long time ago. We have had 13 good 
crop years in succession now, so I was just curious to know why you 
thought the number of cattle was going to decrease. 

Mr. Reep. During the period of increasing cattle numbers, cattle 
have been profitable, but they are not profitable now. 

The CuarrmMan. Then they cannot afford to produce them. 

Mr. “a ep. They would shift to other production. 

The CHarrMAN. All right, you may proceed. 

Mr. Reep. Beef consumption this year promises to be 70 pounds 


per person, 9 pounds greater than a year ago and the largest since 
L909. 
Niece of cattle have declined substantially from the record highs 
ached 2 years ago. The sharp decline in prices since last spring and 


summer has chiefly been the result of the increased marketings from 
the tremendous buildup of numbers since 1949. Prices of cattle 
began to decline noticeably as early as last June. 

Prices of breeding and feeder animals were the first to fall. Prices 
of slaughter steers and heifers of the middle grades declined sharply 
during the fall. Prices of the top grades of slaughter stock did not 
suffer their big drop until after the first of the year. At the present 
time prices of every grade are 30 to 40 percent below a year ago. 

In the past 3 months cattle prices have been below 90 percent of 
parity. Cattle prices usually decline seasonaily during the fall 
months. If drought or other conditions should cause abnormally 
large marketings, then prices may decline even more than seasonally 
at that time. 

The sharp decline in cattle prices has resulted in severe losses to 
many producers, particularly feeders. The Department has recognized 
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the seriousness of this situation and has geared its programs toward 
the stabilization of prices. 

The substantial decline in cattle prices has brought forth appeals 
from some quarters for direct price support for cattle. But many 
individual producers and producer organizations have gone on record 
as opposing direct price supports and subsidies. 

The industry advisory committee, meeting with the Secretary in 
March, advised against such action. That group, representing all 
segments of the cattle and beef industry, felt that price supports offer 
no longtime solution to the cattle-price problem and would delay 
needed adjustments in the industry. 

The reasoning behind their recommendation was that fixed price 
supports do not encourage producers to keep production in line with 
market demand and that a support program actually encourages 
surplus production. 

The Department has never had a price-support program for beef 
cattle. Price support for cattle is not mandatory under the Agri- 
cultural Act of 1949, but is permissive under that act under certain 
conditions. 

The only way we could attempt to support cattle prices at specific 


levels would be to buy beef But bee f is pe rishable and its storage 
under proper conditions is relatively expensiy If extensive pur- 
chases were undertaken, we would be faced with serious disposal 


problems We probably would not be able to dispose of any large 


quantities without incurring tremendous losses. Outlets for which 
donations are authorized could absorb only limited quantities = a 
result, in administering any such program, the Government would be 
faced with the problem of spoilage and almost certainly a ote 
monetary loss. 

At the present time the Department is making purchases of beef 
under section 32 of the Agricultural Adjustment Act, as amended, for 
donation to the nonprofit school-lunch program and other eligible out- 
lets. This program offers an opportunity to increase and broaden 
consumption of foods in surplus supply and to provide some indirect 
price assistance to farm producers. 

The Departae nt also is purchasing low-grade beef for export to 
Greece under the mutual security program. To date, 3,170,000 
pounds have been acquired and more will be purchased. This pro- 
gram offers an outlet for a limited quantity of surplus beef 

The maximum quantity of beef 
and I am now referring to Government purchases—for the next year 
is eq ial to about half of our average annual imports of beef 


for which we now have o itlets 


The high level of consumer purchasing power and our free currency 
make the United States a most attractive market, and if price-support 
operations were undertaken, the h ding of domestic prices at an arti- 
ficially high level would encourage still greater importations of beef 

The United States has be net importer of beef and veal since 
1924, with the exceptions of > vears, 1946 and 1947, and the net 1m- 
ports have usually been equal to less than 2.5 percent of the annual 
prod uc tion of be ‘ef and veal. 

The Cuarrman. Do you count as import that that is used in the 


border towns between the United States and ad: 
M. Reep. Yes: all of it will be recorded in the reports 
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The (CHAIRMAN Is the re any substantial part of that re porter use. 
ilo! thi oraer 

Mer Ry ED Y S | would Say so 

The CHAIRM know in Vermont we have a store here the 
ntelr tie il DouUl tary uns thi rucl th I ( | Ol tl Ste with one 
counter in th Lnited States and one in ¢ anada 

The peopl -can DU $5 worth on either side without payvu r duty 
In anv one day, and they MW {| buy their cotton xoods and oranges 
tru things like that, on the American side of the line, and then vO 

» Canada to buy the meat and woolens and thines of that kind. 

( ce rs tl Sanh ubus lexampl because most of the stores are 
not located so that the boundary runs between the counters; but it 
aoes LIS Ss 

All alone the bordet | thin vou will find that the meats are bought 


on the Canadian side, or hay heen until recently, and it amounts to 
quite a lot; and so I was wondering if those amounts were counted in 


Mr. Reep. If it is boucht on the Canadian side of the store, it 
would not 

The CHAIRMAN. I see. Then, of course, there are other places 
where it is most convenient to market on one side or the other. 

Mr. Rexep. There is a lot of trade all along the border. In the 
Pacific Northwest there is quite a bit of trade cone between the two 
countries 

Imports introduced into an already unstable market can result in 

ically depressed market far out of proportion to the quan- 
tities supplied. The New Zealand beef importation last fall 1s an 
example of how a particular product can create disturbances greatly 
out of proportion to what would be expected from a comparable 
increase in supplies from domestic sources. 

Our exports, though small, do furnish a fairly dependable outlet 
for some processed beef products Since World War it. exports of 
nedible tallow and grease have been large as we are a large surplus 
producer of these products. 

On your earlier question, Mr. Chairman, about what the 31-percent 
increase in cattle slaughter has been in terms of numbers. During the 
first 4 months of last year, January to April, inspected cattle killed 
amounted to 3,946,000 head. For the same 4 months of 1953 it 
amounted to about 5,150,000 head. That 1953 figure includes an 
estimate of slaughters in April. 

The CHatrmMan. About what percentage of the slaughter is federally 
inspected? 

Mr. Rerep. On cattle I would say about 80. 

The CuatrMan. Five million one hundred and fifty thousand in 4 
months—would that be 80 percent? 

Mr. Reep. That is only 4 months’ slaughter, but I say of our 
commercial slaughter around 80 percent will be federally inspected. 

The Cyarrman. All right. This is the low period of the year for 
slaughter? 

Mr. Reep. No; this is the high period of the year on fed cattle. 
Last vear our total cattle and calf slaughter ran around 28 million. 

The CHarrmMan. I was just trying to work up to the 30 million 
annual slaughter, or something like 30 million predicted for this 
vear, or 31 million, whatever it was 
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Mr. Reep. It will run higher than that, I expect | vo 
million. 

The CHatrMan. What I was really retting at was how far his 
increased slaughter was going toward taking ca tf n asl 
numbers. I believe you said that we would probably still have 
| 


increase for at least Hnovin vear in cattle numbers, which means that 





although there has been a 31 percent increase in slaughter, it is not 
‘ quite keeping up with the increasing numbers. 

Mr. Resp. That is right It is verv improbable that this year o 
next year will we kill enough to offset the calf crop 

The CuarrmMan. But, with the prices squeezing a certa lass of 
growers oul of the market and ma O iprofitable for others 1 
produce, vou look for a reduction in mbers in about 2 vears, tl 

Mr. Ry KD The mcrease n slaughter has o irred 1 steers and 
he ifers and calves. { p to now the increase In cow sla ichtel has not 
shown a pickup in line with the numbers. Maybe that will come 
later. Of course, this is not cow season now. 

The CHAIRMAN. No 

Mr. Reep. On hogs, during the past 2 vears hog product on has 
dropped from a post-World Wat I] pe ak to a eat velv low le vel 
The 1952 spring pig crop of 56 million was 9 percent below that of a 
vear earlier, and a further reduction of 15 percent in the 1953 s 
crop was indicated on the basis of farmers’ intentions reported last 
December. 

\ spring pig crop this size would be the smalles since 19358. \t 
the present time, pork production substantial] below that of a 
year ago and is expected to continue at a compara ly low level 
throughout this vear 

Currently the hog-corn ratio is favora rhe ‘ ini ase ho > produ 
tion, which should show up in larger pork production next year. If 
corn crops in the near future are as large as the average for t] ast 
10 vears, our hog production probably will supply domestic consumers 
with ample supplies of pork. 

Pork consumption this vear is estimated t De ound 61 poune 
per capita, compared with 72 pounds in 1952, and will he small 
since 1938. 

Hog prices during late 1951 and in 1952 were ce pressed be se of 
the large domestic production However, during 1953 the trend in 
hog prices has been upward. Prices in mid-April were 102 percent o 


parity and about a fourth higher than a vear ago 
The CHAIRMAN. The price reached 76 percent ol Arity a veal oO 
Mr. Reep. I believe that is correct 
Che CHAIRMAN. What did we do in the way of supports 
Mr. Ri ED. The only action We took, senato was to purchase 
cured pork for school lunches 
The CHatRMAN. There was no particular pport program? 
Mr. Reep. No: we went into the market in early May last year, and 


we bought pork for delivery during the fall months. We bought 
forward, 

During those 3 weeks that we were making purchases, the price of 
hogs went up, oh, 2 or 3 dollars. I think it went up to a pomt—you 
see, on a buy like that we w ill not pay prices hat will reflect more than 
90 percent parity, and we discontinued to buy after the price got up to 


j approximately 90 percent parity 
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The CuarrmMan. Do you believe that, if the price had been held at 
90 percent a year ago instead of being permitted to drop to below 80 
percent, there would have been an increase in production of pork this 
year? 

Mr. Reep. Maybe not an increase, but we would not have had this 
sharp drop. The drop in pork production, so far as per capita supply 
in meat is concerned, is going to be offset by the increase in beef. 

The CuarrMan. Fortunately, depending on how you look at it, of 
course. 

However, if a year ago, when pork dropped to 76 percent of parity 
if, instead of that, it had been held at 90 percent, in all probability 
pork would not have been selling for 102 percent of parity today, 
would it? 

Mr. Reep. That is right. 

The CHarrMan. That is what I was getting at. When you fixed 
that level of 90 percent, you almost guaranteed that that price is not 
going above that 90 percent. 

Mr. Reep. That was a surplus-removal operation. We could have 
bought more. Weonly bought 8 million pounds. ‘The effect was en- 
tirely paye thological. 

The Cuarrman. It is easier to apply a support program to pork 
than to beef, is it not? 

Mr. Reep. Yes, because much of it is cured, and can be kept 
longer; but even so, with such outlets as we have, the quantity we 
buy is so small that I do not feel it can be anything more than 
psychological. 

In my next paragraph I am reciting about our experience back in 
1943 and 1944 when we had so many hogs. 

The CHarrMan. All right. 

Mr. Rexp. The same prob lems would be encountered in supporting 
hog prices as in supporting prices of beef cattle. Pork is stored to a 
greater extent than beef, and much pork is processed, which might 
make the storage and disposal problems for pork slightly less difficult 
than for beef. 

The Department has engaged in extensive purchases of pork for 
price support purposes only during World War II, when pork was 
bought at OPA ceiling prices for lend-lease. Attempts to bolster 
hog prices during 1943-44, when large outlets for pork abroad were 
available, indicate clearly that the purchase method is not a satis- 
factory way to support live-hog prices at specific levels. 

In those days, we had an unlimited outlet. We were supplying pork 
to our Allies, and we just took all the pork that was offered under the 
ceiling prices, but our experience was such that even when these large 
outlets for pork are available, the purchase method—this business 
of buying pork from packers is not a satisfactory way to support 
live-hog prices to producers. 

Imports of pork products during 1948-52 were equivalent to only 
three-tenths of 1 percent of domestic production in 1948-52. 

The CuHarrMan. Is it more difficult to predict hog prices than it is 
beef prices? 

Mr. Reep. Not being a predictor, I would say it is easier. 

The CHarrMan. I was thinking back to the spring, April of 1949, 
when Secretary Brannan sat where you are sitting now, and the price 

of hogs had dropped about 14 cents. He was predicting that the 
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price might go as low as 10 cents a pound in that spring of 1949 with 
the big marketing coming on within the next month, 

In fact, he was up here asking us for emergency legislation to deal 
with the anticipated situation, the drop in prices. 

Congress did not grant the request, but I recall that the Depart- 
ment of Commerce about that time issued licenses for exporting 50 
million pounds of pork to Great Britain, and immediately the price 
of live hogs started up until it reached about 22 cents within a short 
time and stayed there all summer. 

In the latter part of the summer, I saw Secretary Sawyer and asked 
him about the exports of pork, and he laughed and said, ‘‘To the best 
of my knowledge not a shipment of it has been exported,” up to that 
time, although the price had gone from 14 cents, not down to 10 cents, 
but up to 22 cents. 

That is why I asked you if hogs responded to psychological in- 
fluences more than beef or other commodities, 

Mr. Reep. I would say that although — 

The CHarrMan. If that price rise began almost immediately when 
export licenses were issued 

Mr. Reep. We get this very rapid day-to-day fluctuation so that 
for study purposes we are using more weekly averages. You just can- 
not work with day-to-day prices. 

The United States is the most important world exporter of lard. 
During 1948-52 exports of lard (including shipments to Territories) 
equaled 22 percent of domestic production. The export demand for 
our lard has been an important factor in domestic hog prices. 

Because lard accounts for around 15 percent of the live weight of 
the animal, changes in lard prices have considerable effect on hog 
prices. For example, lower lard prices in 1952 alone accounted fot 
about one-half of the decline in hog prices last year compared with 
1951. 

Since at least 1899 the United States has been a net exporter of 
other pork and pork products. Exports of pork (excluding lard 
during 1948-52 averaged 1 percent of production compared with 2 
percent during 1935-39. 

Sheep numbers continue at very low levels in this country, and there 
is no reason, at present, to believe that the produc tion of lamb and 
mutton will increase in the next few years. The supply of lamb and 
mutton this year will be around 4 pounds per person. In spite of 
the small production, lamb prices declined considerably during the 


past year. However, recently prices of lambs have shown substantial 
improvement. 
Mandatory price support for wool offers some support to domestic 


sheep producers but since the emergency drous ata program in 1934-35 
the Department has not conducted direct pric eunpen! programs for 
sheep or lambs. 

Historically, United States imports and exports of lamb and mutton 
have both been very small in relation to domestic production. At 
times imports of lamb and mutton from Canada reach a substantial 
volume, but United States trade with other countries usually is very 
small. 

Importations of lamb and mutton during the past year, when 
prices were declining, tended to further depress prices when efforts of 
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the Department were being directed toward helping to stabilize prices 
and to encourage domestic sheep and wool production. 

The CaartrMan. Thank you, Mr. Reed. 

Do you have any questions? 

Senator Jounston. No questions. 

The CuarrMan. The next witness is J. M. Jones, executive secretary 
of the National Wool Growers Association, testifving on livestock 
and lamb , 

Mr. Joni Thank vou, Mr. Chairman and Senator Johnston 

The CHarrMAN. You have to have a lamb before you get a sheep, 
and vou hy ive to have a sheep perore you get wool. 

Mi AON Yes, sir. 


The CHarrMan. That is where you come into this picture 


STATEMENT OF J. M. JONES, EXECUTIVE SECRETARY, NATIONAL 
WOOL GROWERS ASSOCIATION, SALT LAKE CITY, UTAH 


Mr. Jones. I am the secretary of the National Wool Growers 
Association with he adq larters in Salt Lake City, Utah. I am goin: 


r 


to give testimony concerning our lamb problem 


The sheep industry has two primary products from which it receives 


its incom lamb and wool Durme the 50-vear period 1SO0-1949, 
35.3 pereent of producers’ income was derived from shorn wool and 
61.7 percent from the sale of lamb. In recent years, however, the 


proportion of income from wool has steadily decreased, so that in 
1949 (the latest Government figure) only 28.7 percent of the total 
income was from wool 

The wool question will be before this committee tomorrow and 
therefore will not be covered now except to say that wool on the 


lamb constitutes an important part of its value—the rule of thumb 


being that about 25 percent of the value of a live lamb its in the pelt 
taken from the lamb. ‘J herefore, the pric e of wool h is a very im- 
portant effect on lamb prices and the st: bilization of wool prices 18 
most important for the welfare of the dustry. 


Stock sheep numbers have decreased in the United States trom 


19 807.000 head in 1942 to 27.857.000 head as of January 1, 1953, or 


a recuction of 44 percent. Therefore, instead of slauchtet ng 21,625,- 
000 head of sheep and lambs as in 1942, there were slaught red only 
11,476,000 head in 1952. Per capita consumption of lamb in 1942 


was 7.1 pounds; in 1952, 4.1 pounds with estimates for 1953 of 3.8 
pounds per capita. 

It is readily seen, therefore, that the Congress must determine 
whether a domestic sheep industrv is essential and desirable. If it is, 
action on the part of Congress is imperatiy 

The 3 largest lamb-slaughtering countries outside of the United 
States are Argentina, which slaughters about 10 million sheep and 
lambs annually; New Zealand, about 13 million; and Australia, 15 
million. This compares with an annual slaughter in the United States 
averaging between 10 and 12 milli nh unaer Federal inspection and 
about an additional million other than fe lerally inspected. 

Inportations of lamb into the United States have not been large 
enough to have an appreciable effect on the dressed markets. How- 
ever, at times temporary dislocations of the market have taken place 


because of importation, as pointed out by Mr. Reed. 


Comme. 
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The present duty on live sheep and lambs imported into the United 
States is $3 per head. This is the rate provided in the Tariff Act of 
1930 and was restored after the termination of the Mexican trade 
agreement on January 1, 195] There is no duty on sheep ai lambs 
entered for breeding purposes 

The duty on mutton is 24 cents per pound, redu from 5 cents 
the General Acreement on ‘Tariffs and Trade Janu v 1, 1948: the duty 
on dressed lamb is 3 > cents a pours I uced 1 tI sume agreement 
from 7 cents 

It is readilv seen that these duties are insignificatr and, ot cou 
have ho cient ific basis he 1 pri na t] differ ( 3s 1m ost ti pro 
duc ion here and tore! ( I 31S Lake iT eral 

The amount of labor need in ) ( nh ¢ I pa Vool varies 
in the different areas. On th labor constatut 
between 30 to 35 perce? rnb te i costs ih owing table ves 
cost co Iparison for Vi ( 5 I ) ! rie Ly States 
Australia, taken from ( rmmel 
H $ 
rT. : 

I just point out the comparison, Mr. Chairman, that total cash 
costs per head of sheep operated $8.45 in the | ed States com 


pared to $1.91 in Australia 
Kven though domestic production is the most efficient in the world, 
it is impossible to compete because of the difference in labor standards 


Importation of shearlings—-pelts with the wool on—into the United 


States have varied from about three-quarter million to over 2% 


million during the past o> vears This compares with a domestie 
production that averages al s million 

The duty for wool on the skin finer than 44s grade is 24 cents a 
clean pound, reduced from 32 cents in the General Agreement on 
Tariffs and Trade January 1, 1948. 

The Cuarrman. Is the number of sheep in Australia and New 
Zealand increasing or decreasing? 

Mr. Jonrs. I would savy increasing as a general rule 

The CHarrMan. It is increasing? 

Mr. Jones. Yes, sir; I would say it is approximately five times 
the number of breeding ewes in Australia as there is in the United 
States. 

The CoarrMan. More than there was 10 years ago? 

Mr. JONES. Yes, sir. 

The CuHarrman. Is Australia turning more to the mutton-type 
sheep rather than putting all the emphasis on wool now? 

Mr. Jones. I think that perhaps would be a general trend, de- 
pending, of course, on their ability to irrigate more pastures, build 
up their land areas for better feed conditions. 


out 2 
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The Cuarrman. I see. 

Mr. Jones. Foreign importation of pickle skins have averaged 
about 1% million dozen, or about twice as many as the domestic 
produc tion. These skins come in duty free. 

The supplement to the statement of Secretary Benson before this 
committee on April 9 showed that livestock and products, ineluding 
apparel wool, made up over 40 percent of compe titive—supplemen- 
tary—agricultural imports into the United States in fiseal year 1951 
52, 45 percent in 1950-51 expressed in dollar volume. 

Grains and cotton made up over 68 percent of agricultural exports 
in 1951—52, 64 percent in 1950-51. 

Since 1949, agricultural imports on a dollar volume basis have 
exceeded a exports in fiscal year 1952-53, estimated, by 
50 percent; 1951-52 by 16 percent; 1950-51 by 50 percent. 

The great imb: i ance of trade is the result of nons wricultural imports 
and exports. As one of she group of raw-material producers, we are 
not willing to sacrifice our industry to carry the imbalance of trade 
for nonagricultural commodities. 

I am sure that this committee can realize that meat is a highly 
priced competitive item in the butcher shops and meat markets of 
the United States. Certainly the price of imported New Zealand 
beef or pork has an effect on the demand for lamb and the price 
of lamb. 

Therefore, we find ourselves concerned with the importation of 
any meats or meat products. Having been through the past 10 
vears of constantly growing imports on wool, so important to our 
industry, and having seen its effect on our industry, we feel that in 
the sheep industry we must request that the Congress take action 
now to assure that the meat-producing industry of the United States 
be protected against unfair foreign import competition before we are 
driven into further production curtailment and before the cattle, hog, 
dairy, and poultry meat industries of the United States are hit the 
same way. 

We have reports that there are 70,000 carcasses of Australian lamb 
now in New York packinghouses waiting for sale on the American 
market and that there are plans to import between 50,000 and 80,000 
lamb carcasses from Iceland. 

With the advent of the technical skill in freezing meats, with foreign 
steamship lines with low-priced labor hauling ches aply produced frozen 
meats to our major markets on the seacoasts in competition against 
the freight rates of union labor on our railroads hauling from the 
western ranges and midwestern feed lots, we fear that we cannot 
continue in business for many years unless there is some sort of fair 
and equitable control standard placed in operation against dumping 
on American markets. 

The lamb-meat production of the United States could not withstand 
much such competition when the wool portion of our production has 
already been hit so hard by importation. 

Gentlemen, I think you are aware that if the livestock market situa- 
tion continues to grow worse there will be a big hue and cry for the 
Government to extend its support programs to cover livestock. This 
could lead again to the United States actually supporting world 
prices on meat through a domestic support program. 


FOREIGN TRADE IN AGRICULTURAL PRODUCTS 44] 


Frankly, we in the livestock business want no part of price-support 
or Government-purchase programs if there is any way to avoid it. 
Now, with prices down, we do ask that Congress control the unfair 
competition over which we as producers have no control, and very 
simply we are saying, please act now. Let us act now and close the 
barn door before the horse is stolen. 

It is our position that basic raw material industries must have an 
opportunity to produce at the American standard of living level which 
means the cost of production and should not be expected to compete 
with lower cost foreign producers. 

In our opinion this problem can be met by using parity for agricul- 
ture as the price standard below which foreign imports of a competitive 
commodity cannot enter the United States. 

As far as the sheep industry is concerned, the application of such a 
program would be relatively simple and will be thoroughly explained 
when hearing opportunity is granted on S. 1538 known as the parity 
protection amendment to the Agricultural Act of 1949. 

For example, if February 15, 1953, were the base date, no live lamb 
(for purposes other than breeding) would be permitted to enter the 
United States at less than $22.90 per hundredweight without the 
imposition of an equalization fee to bring the duty-paid foreign price 
up to the parity level. 

No dressed lamb could enter at less than 45 cents per pound, for 
example. There would be no quota, quantitative limitation, or other 
restriction applied. It would simply mean that the import price 
must be equal to parity price for the commodity. If the import 
price was above parity, no additional fee would be collected. 

Such a program would eliminate the necessity of a price-support 
program except as disaster insurance. In the case of lamb there is no 
support program in effect at this time 

For a longe-range agricultural program, a solution of this nature 
would be kept up to date automatically and is based upon a reason- 
able cost of production standard here in the United States 

The CHatrMan. Thank you, Mr. Jones. Do you have any 
questions? 

Senator Jonnston. No. 

The CHarrMan. The next witness is Mr. Mollin whose name has 
been added to the calendar within the last week or so. 

Mr. Mouurn. I appreciate the opportunity to have a few minutes. 

The CHarrMANn. We are glad to have you here because you are 
representing the National Cattlemen’s Association, and you have been 
with us many times before and know what you are talking about 


STATEMENT OF F. E. MOLLIN, EXECUTIVE SECRETARY, AMER- 
ICAN NATIONAL CATTLEMEN’S ASSOCIATION, DENVER, COLO. 


Mr. Mouuin. My name is F. E. Mollin, and I am executive secre- 
tary of the American National Cattlemen’s Association with head- 
quarters in Denver, Colo. 

Our membership is composed largely of the people who grow cattle 
on grass in the West and South. We have membership in most of the 
Western and Southern States with a scattered membership among 
the feeders all over the country. 
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9 


| might savy we just concluded vesterday noon a 2-day meeting of 


our executive committee. We had over a hundred people, and you 
might be mterested to know that in spite of the vi ry drastie declines 
in cattle prices, that we went on record against support prices for 
cattl 

Che CHarrMANn. At least vou have been consistent over the last 
eee ; 

Mr. Moni. Yes [ possibly could not sav it was unanimous, 
but it was practically unanimous. There was almost complete una 
hnhimuty of opinion on that point l am sure you ki w, your committe e 
knows, that cattle numbers are at an alltime high, and there is evi 
dence to indicate that the numbers will continue to vo up, at least 2 
more years, this year and next; and by the end of next year we are apt 


to be up verv close to the hundred-million mark. 
The discouraging thing to us about the situation is that last vear 
vith onl In the n i@hborh od of 28 million total slaughter of cattle 


nd calves tha we took q ite a price decline 

Prices continued to fall during the year until they dropped about 
t/ percent rom a year ago, and this year vhile I think the early 
estimate of the Department v { { would Have tuchter pel ps 
a little over 32 million hea l an it may ay mecrs “| bec ause of the 

avy marketing in the last fe weeks of fed cattle: neverthe 3s 

can hafdlv be increased sufficiently to prevent a further increase in 
numbers IS Vear, and perhaps nex 

The CuaremMan. LI have heard a slaughter of 34 million would b 
requested to level off in this vea 

Ir. Mouur. It would have to be more than that 


he CHArRMAN,. It would have to be more than that 
[r. Mori. Yes, sir. I think Mr. Reed, who testified a few 
minutes ago, told me that if we got up to a hundred million, and you 
see we are getting up in that neighborhood, that it would take slaughter 
of 39 million cattle and calves to prevent further increase, not to 
decrease. 

The test of that is the slaughter of she-stuff, if you are going to hold 
down numbers, you have to have slaughter of cows and heifers of 
more than 50 percent, and in the last 4 years in the federally inspected 
slaughter it has been down around 42 or 43 percent. Last year, 1952, 
it was 41.8 percent, and that is why our numbers have been climbing 
so rapidly 

Our attitude toward tariff has always been, I think, rather reason- 
able. We have never advocated an embargo on shipments except for 
sanitary reasons. We do not believe that we should advocate an 
embargo now just because we are sort of in trouble, but we do think 
the tariffs have been reduced too much and that if the imports in- 
crease and they are almost certain to increase this vear, and perhaps 
for several years to come, that we may have to have relief through the 
escape clause of the Reciprocal Trade Act. 

last year and the vear before the imports of dressed beef, canned 
beef, and pickled beef and some miscellaneous beef products were in 
the neighborhood of 300 million pounds each year 

In 1951 slightly over 300 million, and last year it was slightly under 
300 million. You remember that last year the Mexican border was 
closed until September 1 and the Canadian border was closed about 
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the well, for pretty near a year from in the spi ne yvhen the 
covered foot-and-mouth disease, and finally diagnosed it I as 
closed until March 1, so we had nothing e hormal imports « { 
beef products from either Canada or Mexico 

The CHarrMan. Were vou in the room wh | referred to a 
report dav before vesterdayv to the effect that the \exica (a 
ment had embargoed further shipment of liv ittle to the | 


») 
otates: 


Mr. Moun No, i did not hear that 





The CHatrMan. I have not seen that in any papers, but I certai 
read it on the ticker. 

Mir. Mouurm. They frequent do that, S The cheek o1 
imports int » this country In past vears ) Wdi-mout aiseas 
was a probl m has usually een the act Lol Nhe in Goy n 
itself 

If they think there are too mat breed nals be 
out of tne country y put an emba! ! of breed 

IWS | l ‘ Dol ! ] ' ‘ ~ 
00.000 head wn did not ! 1) 

In the neighborhood of 4 ( Of \\ 1 th 

L »our market last fall i | 
announced a quota of 400,000 head Just v this embarevo 
fam not sure 

The CHatros I am not sure All J ow is what Lr 
ticker 

Senator Horny. How are they com on in th rodication of 1a 
in Mexico? 

Mr. Mout IN. Tl e horde rwas opened septem MZ | 
that was the most remarkable thing that our Bun 1of Animal fh 
try ever did to stamp out foot-and-mouth d is n Mexico, and, ol 
course, the Canadians—thev were slow getting hold of it up the 


but once they found out what they had, they were very energetic an 
thev cleaned it up in a hurry up there 

We are tremendously fortunate that having had foot-and-mouth 
disease on both sides of us in the last few years, that we escaped 


The CuHatrmMan. With the industrial population in Canada, you 
would not anticipate increasing importation from that country, would 
you? 

Mr. Mouurn. They can increase their cattle numbers. They are 
on the uptrend recently up there. They had a support price on cattle 
that was greater than the price in this country 

That price support was stopped at the same time the embargo 
went off, and the Canadian cattlemen who had cattle on feed 
January, February, naturally took advantage of the support pric 
because that was a better price than they could get by shipping to 
this country; and since that time, they have bought quite a few cattle 
at Chicago, Sioux City, and, I presume, St. Paul, although I have not 
heard that, but they have been buying some cattle for the eastern 
part of Canada. 

On the other hand, at a recent meeting of the Western States 
Meat Packers’ Association at San Francisco, there were quite a large 
number of Canadian packers hunting outlets for beef from western 
Canada. 
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The future will have to determine what those importations will 
amount to, but it will be my guess that they will increase, and certainly 
will increase over last year when the embargoes were in effect. 

The Cuarrman. Is the per capita of beef from Canada greater 
than this country? 

Mr. Mourn. I think so. There has been a lot of discussion down 
here that we do not overproduce, that we have underconsumption. 
That does not make sense to me because we consume what we produce. 

The only reason our people did not consume more beef was because 
we did not ship it to market. If we had, marketed heavier prices 
would not have gone so high, and we would not have had this sharp 
decline. 

Those things happen, and you cannot prevent them. Of course, 
you can consume almost any amount at a price, but it is rather dis- 
appointing to have a drop of prices of about 40 percent in your 
commodity at a time when the economy generally has been very 
prosperous. 

You cannot hardly figure it out. 

The CHairman. Do you think that the decline in price has been 
greater than is warranted by the supply and demand and the general 
economic situation? 

Mr. Mourn. Yes, it does so seem to me, and I rather suspect we 
will find that somebody made quite a lot of money during this period 
when the year is up. 

There is one thing about it. There is no question that they had 
too many cattle on feed, and they were fed for the same market. 
That was due to the drought last year. We had no wheat pasture. 
Ordinarily, there are hundreds of thousands that go on wheat in Kan- 
sas, Oklahoma, and Texas; and then after spending weeks there, they 
0 on and serve as replacement cattle after the Ist of January, fill up 
the feed lots, and come on the market later. 

[ do not think the Government report really reflected it. They 
showed a 16-percent increase in cattle on feed, January 1, which was 
quite a lot, and I think January a year ago was a previous record, and 
then April, after this tremendous number of cattle were marketed, 
particularly during February and March—then the Government tells 
us we have still got a lot more cattle on feed than we had a year ago. 
We just cannot figure that out. 

The CHarrMan. You were replacing with 18 percent to 20 percent 
feeders, were you not? 

Mr. Mouutn. The shipment into the Corn Belt during that period, 
February and March, was relatively light; but it appears that there 
were a lot of cattle there January 1 that were not in the feed lots that 
were bought in the fall and were running in the cornstalks, and on 
other rough feed. Anyway, on April 1, we had a tremendous number 
of cattle still on feed. 

Of course, the marketing has been very heavy in April. We have 
hoped for about 6 weeks we were getting at the end of this tremendous 
run, and next week will tell whether they are. 

The CHarrMan. Do you think another 2 weeks will be very signifi- 
cant? 

Mr. Mouurn. It will. Some people think that we will soon run out 
of these grain-fed cattle that have been in such oversupply because, 
one thing, the Government report of April 1, was that a large per- 
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centage, over 60 percent of the cattle were less than 600 pounds in 
weight. 

In other words, they were calves,/and most of those calves ordi- 
narily do not come to market until August, September, and October, 
so until September then we should not have an oversupply of beef in 
midsummer. 

The CHarrMan. They will run to the 500- to 600-pound ones then? 

Mr. Mouuin. That is right. 

I just wanted to present that picture to you We are concerned 
about the imports. We are not advocating any immediate action 
on it until the picture is further developed; but when vou get in 300 
million pounds of import of beef besides the live cattle, it is quite an 
item in an oversupplied market, and the quotas which President 
Kisenhower recently reestablished in the Canadian trade agreement 
are worthless. 

They set those quotas about as 
are going to be anyway, and we find they increased the quota on 
calves weighing under 200 pounds from 100,000 to 200,000 

I do not think we ever got 100,000. Why thev increased it, I do 
not know. But I suppose Canada thought that sometime they might, 
so our State Department allowed the quota to be doubled 

Senator Hory. Increasing the quota does not mean it is gone to 
be filled, however. 

Mr. Moutin. No; but there is no protection to us, it is merely the 
quota of cattle that can come at the reduced rate. It is not an 
absolute quota because if they exceed the quota they merely have to 
pay the full duty. 

Senator Hory. I do not think there is any possibility of then 
fulfilling their quota. 

Mr. Moxurn. I do not think so, but there is no quota on beef and 
both Canada and Mexico are turning more to exporting from their 
countries beef rather than live cattle because of the development 
of the packing industry in both countries, and in Mexico particularly, 
when they were siut out by foot-and-mouth disers>, but the pickled 
beef was not barred by the foot-and-mouth disease 

Senator Horny. Looking at the future, it will probably not have 
any effect on the amount that we will have coming from Canada? 

Mr. Mourn. No. 

Senator Hory. But it might have some effect upon the present 
market? 

Mr. Mourn. Yes. 

Senator Horny. But there was a quarterly quota on certain ones 
doing business in the field? 

Mr. Mouurn. At one time | think the quota was divided into 
quarters which did help to spread out the receipts so that if they 
filled their quota one quarter, they would wait for the beginning of 
the new quarter. 

I think it did have that effect of spreading out the receipts. But 
there was no quota of any kind on the beef and the tariff is only 3 
cents a pound. We are wide open. 

The CHarrMan. It seemed to me, Mr. Mollin, that durmg January 
and February, that there is a rather intensive effort made to put 
the situation in a worse light before the cattle people of the country 
to discourage them in their hopes for the future and to mtroduc¢ 


high as they think those imports 
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premature and almost panicky marketing there for a while. Did 
vou sense any such effort? 

Mir. Mouurn. This is one reason for it: this support price on corn. 
It is discouraging to a cattle feeder to have his market slipping 
away from him and yet to have his price fixed on corn at a high level 

Commodity Credit Corporation, as I understand it, controls about 
500 million bushels of corn, roughly half of it owned and half on loan 
with a prospect of getting a rood deal more out of the 1952 crop, so 
the feeder, knowing that these cattle are about 40 percent less than a 
vear ago, knows that he has got to buy cattle cheap enough to make 
a proiit 

The CHarrmMan. The parity price ¢ f corn today is 16 cents a bushel 


above the modernized parity price because of the suspension of the 


new parity formula and putting corn on the 1909 to 1914 price basis. 
Mr. Mouurn. Yes ' 
Vhe CHatrmMan. The irony of the whole thine is that the corn 
producer has never been enthusiastic over supports anyway He 
never beep in here asking for them. 


Mr. Mo.uuIn. We would like to see you consider changing the law. 


and one of the recommendations at our meeting vesterday was that 
for the immediate future that corn be placed on a flexible parity basis 
so that the S¢ cretar\ would have some discretion in the matter. 

1 do not think it is for the benefit of the corn man to pile up this 
tremendous amount of corn. There is lots of spoiled corn. We heat 


about it every day. 

The CuHarrmMan. That is 1948 corn that is in danger of spoiling. 
The 1952 crop cured during the fall all over the country, practically 
all of it was eligible for price supports, and there was none of that 
soit corn which was normally available for feeding, but today | 
think the suspension of the new parity formula is responsible for 
the trouble because it gives a premium of 16 cents a bushel to corn 
and 33 cents a bushel to wheat, and that 33-cent differential on wheat 
is just about the difference between what we hold wheat for in this 
country and the world market price. 

Except for that, our wheat would have moved into the world 
market before now, and we would not be loaded up this way. 

Mr. Moxuutn. I know a feeder at Sterling, Colo., who bought some 
of this 1948 corn, and they had to put on gas masks to dig it out of 
the bins, and he lost some cattle the day after feeding it. 

The CuarrMan. What did they do? Bloat? 

Mr. Mouurn. I do not know. They are dead. I know that. 

That is all I have to say, Senator. I just wanted to show that we 
have quite a problem in the cattle industry, and the imports do not 
make it any easier. We are not going to be radical about what to do 
about the imports, but we do think that it is one of the things that 
Congress ought to consider in relation to this whole cattle problem, 
and this corn thing must be straightened out or we are going back, | 
think, to grass-fed cattle. 

The CuatrMan. You do not see any easy way of settling the prob- 
lem, do you? 

Mr. Mouuin. No; it is a difficult problem. There is a lot of talk 
about 10-cent, 12-cent-, 15-cent cattle. There are a few cattle sold 
at 15 cents for fall delivery, but, on the other hand, I have heard of 
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some cattle being sold at higher prices, and I thir 
of propaganda to bat these prices dow! 

Of course, another thing that is going to bi 
credit angle. We think there re sunpl 
Reserve and the Federal intermediat cred 
these loans, but it would be a disaster if they rea \ 


forced liquidation of these cattle this fall, be« 


a few drought areas around the country that aret 
Thank Vou. 
The CHairMAN. Thank vou, Mr. Mol 
Now we will recess until 9:30 tomorroy \\ 


tomorrow, it seems advisable to get the reports a 
we will hear from Mr. Ransom, of the Foreign A 
and Mr. Reed again tomorrow 1n rad to the expt 
of wool 
I do not think it will take long wk about 
(Whereupon, at 11:28 a. m., the committ 


reconvene Friday, Mav 1, 1953 t 9:50 a. m 
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FRIDAY, MAY 1, 1953 


Unirep Srates SENATE, 
COMMITTEE ON AGRICULTURE AND Forestry, 
Wash ington, Ppue 

The committee met, pursuant to call, at 10:35 a. m. in room 324, 
Senate Office Building, Washington, D. C., Senator George D. Aiken, 
of Vermont, presiding. 

Present: Senators Aiken (chairman) and Mundt. 

Also present: Senator Watkins. 

The CHatrMAN. The committee will come to order 

This morning we are taking up the matter of wool imports and 
exports. Our first witness is Eugene T. Ransom, agricultural eco- 
nomist of the Livestock and Wool Division, United States Depart- 
ment of Agriculture. 

Mr. Ransom, I see you have a statement. You may proceed with 
the statement. 

Mr. Ransom. Thank you. 


STATEMENT OF EUGENE T. RANSOM, LIVESTOCK AND WOOL 
DIVISION, FOREIGN AGRICULTURAL SERVICE, UNITED STATES 
DEPARTMENT OF AGRICULTURE 


Mr. Ransom. On the average, over a period of years, substantially 
more apparel wool is consumed in the United States than is produced 
Average annual imports of apparel or dutiable wool for consumption 
during 1935-39 amounted to 56 million pounds, clean basis, equivalent 
to 20 percent of the average annual quality of apparel wool consumed 
during those years. 

The quantity of wool imported during that period ranged between 
a high of 94 million pounds in 1937 and a low of 21 million pounds in 
1938. These imports entered into consumption each year about as 
imported. This discussion deals chiefly with apparel wool. United 
States production consists mainly of this type and imports of similar 
wools are directly competitive. In recognition of this fact tariffs 
have been imposed on imports of apparel wool and that wool imported 
for use in the making of carpets is allowed to enter free of duty. 

During the war years a large stockpile of foreign wool was built up 
and maintained in the United States. In 1941 the Defense Supplies 
Corporation arranged to purchase for stockpiling from the British 
Government a sizable quantity of Australian wool stored in the 
United States. Later a small quantity of Uruguayan wool was pur- 
chased and small quantities of New Zealand and South African wool 
were obtained in exchange for Australian. The Defense Supplies 
Corporation disposed of these holdings during 1944 and 1945. The 
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maining British-owned wools stored in the United States were 
exported between V—E Day and July 1947. 

Imports for immediate consumption increased greatly during the 
war years, due to the increased consumption resulting from military 
requirements of wool goods, and to the accumulation of a large part 
of domestic production in the hands of the Commodity Credit Cor- 
poration during 1943-46. Commodity Credit Corporation purchase 
and selling prices were somewhat higher than duty-paid prices of 
comparable foreign wools during that period. 


Imports for consumption reached a peak in 1946, but declined from 
47 through 1949 The decline resulted from the lower rate of 
Iption during that pe riod and the increased use ol domestic 
wool en though domestic production continued the decline which 
ad begun in 1943 


The bulk of Commodity Credit Corporation holdings was _ sold 
ring 1947-49 as prices of domestic and imported wools became 


1¢ proportion of imports for consumption to total consumption 


rin he war years (1941-45) averaged 69 percent, and for the 
period 1946-50, about 58 percent In 1951 and 1952 the proportion 
was up to about 72 percent 

rm 


his percentage, compared with the postwar proportion of 58 per- 
‘ent, points up the extent to which United States produced wool is 
being replaced by imports. As tndicated, the peak vear of imports 
was 1946 when 473 million pounds of apparel wool were brought in. 
fhe postwar low was reached in 1949 when 155 million pounds were 
mported. It appears that our import requirement in the years 
mmediately ahead will be around 250 million pounds compared with 
domestic production of 120-130 million pounds for an estimated con- 


‘ , ! 4 OF QQ” — ’ anda 
sumption of avout 590-510 million pounds. 


Nearly all the apparel wool imported into the United States comes 
from the five chief surplus-producing countries in the Southern 
Hemisphet Australia, Argentina, New Zealand, Union of South 
Africa and Uruguay. Most of the merino and fine crossbred wool 
comes from Australia and the Union of South Africa, while the medium 


wools originate in New Zealand and the two South American countries. 
i 


here is a small table here that gives the percentages from thé 
different major countries. 
The CHatrMan. That will be inserted in the record. 
Phe table ie ferred to 1s as follows 


/ jt igeé 
1 
l 
] 
; 4 9 46 / 
] Pe j } } 
x { ) ~ 9,7 
} } t s 
. ”). 7 12.0 33. 8 16.9 
) 1 ) &.8 
) & 4 8 


100. 0 100.0 00. ¢ ] 0 100. 0 100.0 
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The CHarrMaNn. That shows a great increas mports 
Zealand wool in recent years? 

Mr. Ransom. Yes, it does We hav lore nphasis t] 

The CHarrRMAN. [| am speaking of dut le wool 


Mr. Ransom. Yes, sir 
The CHAIRMA) Is that for Le Lee of ma ts elsewhere o1 

of the anxiety of the New Zealand people to y iollars 
Mr. Ransom. Well, there has not been anv con d « Ol 


ot f t 


their part to sell us more wool 
The CHarrMan. It is about all thev can sell us no sit ne 
Mr. Ransom. Well, we still can take their livestock products, da 


products, to some ext it 
The CyatrmMan. Well, a little chees 
Mr. Ransom. Yes 


I think it actually reflects the need for the t pe ol wool that tl 
produce in that country We do shift our sources cons rably fi 
vear to vear depending on price and what we 1 a 

Exports of domestic wool have alwavs been small relative t 
domestic production and imports. Prior to World War II exports 


of domestic wools averaged less than one-half million pounds, clear 
basis, per year The small prewar exports of domestic wools co1 
sisted in part in shipments to Canada and 3 
special sorts, predominantly Ohio Delaines, shipped to Westerr 
Kurope. 

During the years 1943 to 1946, however, considerable amounts 
were shipped to the United Kingdom and Canada; and in 1945-47 
largely for relief purposes, to Western Kuropean countries Some 
Commodity Credit Corporation wool was exported during 
under the ECA program. Exports in 1951 and 1952 were 
the prewar pattern but on a lower level 

There is a table attached that gives our exports for a number of 
years. 

The CuHatrmMan. These tables that you have attached will be 
inserted in the record at the end of your statement so that the people 
can read them in connection with the statement that you are making. 

Mr. Ransom. The first United States tariff on wool was enacted in 
1816. The level, form, and other aspects of the tariff have been the 
subject of much controversy since that time. In the intervening 
years there have been period of free imports, duties on an ad valorem 
basis, specific, and at times a compound duty, but it was not until 
1922 that the present concept of a specific duty per pound of clean 
content by grade according to fineness was originated 

Since passage of the Trade Agreement Act in 1934, the duties 
which were set by the Tariff Act of 1930 were reduced in bilateral 
agreements with various countries, including Argentina, Uruguay 
and the United Kingdom, on some coarser types and carbonized 
wools. 

Under GATT, United States duties on wools finer than 44s were 
reduced by 25 percent, and bilateral agreements made subsequent 
to the Trade Agreement Act of 1934 were bound. The bulk of the 
raw wool imported into the United States bears a duty of 25’) cents 
per pound. 

Wool is the major dollar earner for the five major wool-exporting 


1 


countries and is one of the chief sources of dollar exchange for several 
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small countries of Latin America, the Near East, the Far East, and 
north Africa. All United States wool imports were valued at $701 
million in 1951 when prices were at their peak and at $370 million in 
1952 when wool prices were more in line with other commodities and 
imports were down somewhat. In addition, duties collected on the 
imports of raw wool and turned over to the Treasury amounted to 
about $67 million in 1951 and $61 million in 1952. 

Dollar earnings by foreign countries from wool in 1953 are likely 
to be somewhat higher than in 1952 due to increases in both quantity 
and unit values of imports. 

During 1936-40 about two-thirds of the world’s production of 
apparel wool moved in international trade. With the exception of 
the United States and Soviet Union, the principal consuming countries 
imported 80 to 90 percent of their wool requirements, and the principal 
producing countries exported 80 to 90 percent of their production. 
The United Kingdom imported an average of nearly 600 million 
pounds, actual weight, of apparel wool annually during the period, 
almost a third of world imports. Continental Europe took over 1 
billion pounds annually, and only about 4 percent of the total was 
taken by the United States. 

During the war, annual imports into the United States were several 
times as large as those of prewar, but shipments to continental Europe 
were practically zero. Exports from the 5 Southern Hemisphere 
surplus-producing countries were only about three-fourths as large 
as in 1936-40. 

International trade in raw wool increased sharply in 1945-46 as 
trade with continental Europe was resumed and other countries sought 
to rebuild stocks and fill the pent-up demand for wool clothing. The 
excess of trade over current production during 1946-50 was made 
possible by the disposal alongside current produc tion of the wartime 
accumulation. 

Neither Germany nor Japan has as yet regained its prewar impor- 
tance as an importer of wool, but both countries are making consider- 
able progress in that direction. Japan in particular has become an 
important factor in the world wool markets. The most significant 
change in the trade picture, however, has been the increased depend- 
ence of the United States on foreign sources of supply. A higher 
level of consumption and a lower level of domestic production have 
made the United States second in importance only to the United 
Kingdom as an importing nation. 

World trade during 1951-52 was on a lower level than during the 
earlier postwar vears as the wartime accumulation had been liquidated 
and only current production was available for trade, and in the years 
ahead there will probably be some year-to-year abnormalities in world 
trade in wool, but over a period wool will move into consumption 
about as produced. 

United States consumption of apparel wool averaged 281 million 
pounds in the 1935-39 period. Increased military demands caused 
a rapid increase in the early war years, and a peak of 603 million 
pounds was reached in 1943; however, the all-time peak in wool 
consumption was reached in 1946 when 610 million pounds passed 
over the cars. This figure is nearly 217 percent of the 1935-39 
average. Consumption decreased after that year to a low of 338 
million pounds in 1949, when the textile industry underwent a fairly 
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severe slump. The rate was up to 155 percent of prewar in 1950 as 
military and civilian buying was stepped up following the Korean 
incident and down again in 1951 as a result of overstocking of finished 
wool items in 1950. 

In 1952 about 347 million pounds of apparel wool was consumed, 
a decrease of about one-fifth below that of 1951. A sharp drop in 
the use of wool for military items last year more than offset a sub- 
stantial increase for civilian goods. Mill consumption in the United 
States is currently increasing. In the final quarter of 1952 the rate 
was 13 percent above the final quarter of 1951, and for the first 2 
months of 1953 consumption was up about 17 percent over the same 
period last year. 

The tre ae = apparel wool consumption in the United States over 
the last 2 years reflects the changes in civilian and military use. 
The use of aninia wool for civilian goods began to decline in late 
1950, reached the low of the decline late in the summer of 1951, 
and then began to trend slowly upward. 

Mill use of apparel wool for military items, on the other hand, began 
to increase shortly after the outbreak of hostilities in Korea, reached 
a peak at about the time of the low point in civilian usage, and then 
began to decline. The use of apparel wool for military items probably 
accounted for less than one-tenth of the total use in 1950, about 
two-fifths of the total quantity used in 1951, and not more than one- 
fifth of the quantity used in 1952 

In the final quarter of 1952 and in the early months of 1953, world 
consumption of all wool was at an annual rate slightly above current 
production, and surpluses which were accumulated in 1951-52 in 
South America are being cleared out. 

Mill consumption is up more in the United Kingdom, Japan, and 
on the Continent than it is in the United States. It appears, however, 
that world wool supplies—production plus stocks—over the next year 
will be at a level sufficient to meet world demand at approximately 
the present prices, which are up 35 to 40 percent over a year ago in the 
Dominion auctions. Trade stocks are at minimum working levels in 
the major consuming countries, and by midsummer 1953 supplies in 
producing countries are expected to be sold out with the exception of 
Argentina. 

Stocks in the hands of the Commodity Credit Corporation, and the 
remaining stocks in Argentina, plus current world production which 
we estimate will show a further small gain, will presumably be avail- 
able for consumption. With other natural and artificial fibers in 
plentiful supply, it is unlikely that world wool values will undergo 
much change, and it is doubtful if the bulk of world supplies of wool 
are apt to command prices equivalent to or above United States support 
prices, duty paid. In addition to the above stocks the United King- 
dom Government has a strategic stockpile of at least 75 million pounds 
of clean wool which will exert a bearish influence on world prices 

The CuarrMAN. How do present world prices compare with the 
United States prices for wool? 

Mr. Ransom. They run along fairly consistently, only at a little 
different level. World prices were up around 35 to 40 percent, 
depending on grade, over a year ago; while our domestic prices are up 
around 15 percent. 








Mr. Ransom. Well, these are average prices. I think there is sti 
wool tha bought in the world that probably is just as good 
buy as wool pr rxduced In the United States. 

I understand that some wool is being bought, contracted for, in the 
\W t, and we are still vetting some imports. 

Che CHAIRMAN. Last week, it was predicted that the Commodity 
( lit Corporation would acquire a lot of wool, possibly a hundred 
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The CaarrmMan. Well, will this reduce the tendency to unload woo 
stocks on the United States market? 





] “Wer 1 
m pounds ot [ nited States wool, 


the case? Will the Commodity Credit Corporation take 


m not sure I can answer that 
The CuarrMan. You do not know what is going on there? 
1 probably will be able to answer 
CHAIRMAN. That is right. Mr. Reed will probably be 
oO answer that question. 
Thank vou. We will call Mr. Reed 
Tables previously referred to by Mr. Ransom follow: 
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The CuarrMan. We are glad to have you with us again today, Mr. 
Reed 

Mr. Rexp. Thank you, Mr. Chairman. 

The CuarrmMan. And you can tell us what you know about the wool 
situation. 


Mr. Reegp. All richt. 


STATEMENT OF H. E, REED, DIRECTOR, LIVESTOCK BRANCH, 
PRODUCTION AND MARKETING ADMINISTRATION, UNITED 
STATES DEPARTMENT OF AGRICULTURE—Resumed 


Mr. Rrep. When world prices plus the tariff are lower than support 
levels, wool 7 es to producers in this country can be maintained at 
support on by regulating imports or by the Government spending 
money to maintain the level. The wool manufacturing industry in 
this country purchases for its requirements the most suitable raw 
material wherever it can be found in the world at the lowest price. 
Buyers or agents of the mills are continually surveying all the wool 


markets for suitable wool to meet their needs. A rise in prices in the 
domestic market intensifies the inquiries in all world markets for wool 
priced below the United States price. If prices for domestic wool are 


higher than prices, including the duty, which mills have to pay in 
Australia, New Zealand, South Africa, or South America, they will 
buy the wool from those countries. Domestic wool is then im- 
mobilized. In order to move the domestic wools into consumption 
when prices are higher than prices of comparable foreign wool, it is 
necessary either to control imports, so that domestic wools can com- 
pete with foreign wools, or move the domestic wool through the Gov- 
ernment at a loss. 

What happens when the price of domestic wool is above the world 
level has been shown by the experience of Commodity Credit Corpora- 
tion in disposing of wool acquired under purchase programs conducted 
from 1943 through March 1950, and by developments during the 1952 
price-support programs. 

From 1943 through the first half of 1945 during World War II, 
while military orders were heavy, the Commodity Credit Corporation 
was able to dispose of, at acquisition prices, only a little more than one- 
half of the wool it had acquired up to that time under the programs. 
That was made possible chiefly through the ‘Buy American Act’ 
whereby the Armed Services paid a premium for wool items made of 
domestic wools. After military orders dropped off in 1945 and the 
demand was largely for civilian use, sales of Commodity Credit 
Corporation owned wool dropped off sharply because costs of foreign 
wools including duty were below support prices for domestic wool. 

Late in November 1945, the Commodity Credit Corporation 
reduced selling prices on wools it owned in order to meet the competi- 
tion from foreign wools. During 1946 sales of Commodity Credit 
Corporation wools increased substantially while selling prices were 
below the cost of foreign wools, including the duty. Then late in 
1946 the parity price for domestic wool began to rise and Commodity 
Credit Corporation was required to increase its selling prices each 
month as the wool parity price rose. At that time the law prohibited 
Commodity Credit Corporation from selling wool at a price below the 
parity price. The increase in selling prices again resulted in the 
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volume of sales being reduced as selling prices advanced to levels 
higher than foreign wool prices, including the duty. 

In order to move Commodity Credit Corporation-owned wools into 
the market, it was merely necessary to pric e them on a competitive 
basis with foreign wools. In August 1947 congressional legiskation 
Public Law 360, 80th Congress—permitted Commodity Credit Corpo- 
ration to sell wool at a price below parity. In accordance with this 
authority, reductions were made in selling prices of Commodity Credit 
Corporation-owned wools, and this resulted in sharp increases in the 
volume of sales. 

Another observation that can be made from the e xperience of Com- 
modity Credit Corporation in support programs and in disposing of 
wool is that, whenever Commodity Credit Corporation selling prices 
were above the world level, foreign wools were imported in increased 
volume, which satisfied the major portion of the domestic require- 
ments, while domestic wools were displaced in consumption by lower 
cost foreign wool, while the domestic wool came into the Comm rity 
Credit Corporation and was frozen in stock 

Under the 1952 wool price-support program which has just ended, 
our experience has followed a similar pattern as under previous pro- 
grams. During much of the 1952 marketing season prices of com- 
paral ble imported wools, including duty, generally were lower than the 
support price for domestic wools. As a result, domestic mills covered 
much of their requirements by purchases of foreign-grown wools, and 
much of the 1952 clip failed to move into the market and has become 
frozen under the support program 

On the basis of present indications, during the first half of May, 
Commodity Credit Corporation may have to take over, under the 1952 
price-support program, as much as 100 million to 125 million pounds 
of domestic wool, grease basis, or approximately one-half of the 1952 
clip. 

During 1952 United States mills consumed about 350 million pounds, 
scoured basis, of foreign and domestic apparel wool. About 75 per- 
cent of this was imported wool. From 1947 through 1950, imports 
accounted for only about half of our domestic consumption of apparel 
wool. The increase in domestic consumption of imported foreign wool 
last year indicates the displacement of domestic wool in United States 
consumption. 

At the end of 1952, stocks of domestic wool not in hands of mills 
were almost double stocks at the beginning of the year 

The increase in carryover fae a of domestic wools during 1952 oc- 
curred despite the duty of 5 cents per clean pound which would 
apply to almost all of the erpuete «<1 wool comparable with domestic- 
produced wool. Had there been no duty on imported wool, it is very 
likely that practically all of the 1952 domestic wool would have gone 
into Government ownership as a result of the support program. 

A rough estimate of the additional cost of the price-support pro- 
gram for wool which would occur if the duty were removed can be 
made by applying the current rate of duty to the domestic clip. 
With almost all of the domestic wool being comparable to imported 
apparel wool which takes the 25.5-cent rate clean basis, and with 
domestic production of wool in 1952 estimated at approximately 127 
million pounds, scoured basis, the 25.5-cents-per-scoured-pound rate 
of duty applied to the total production would amount to roughly $32 
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million. This amount represents about the value of the protection 
afforded by the current tariff. 

Likewise it represents the approximate additional cost of support 
that would be needed at the 1952 rate of production if the tariff 
were removed. 

It is impossible to tell at this trme how much money will be lost on 
the disposition of the wool Commodity Credit Corporation acquires 
under the price-support program. Much will depend upon market 
conditions. Assuming that Commodity Credit Corporation will 
acquire about half of the 1952 production of wool and that market 
conditions for wool will remain about as they have been during the 
past marketing season, the loss may run as high as $10 million. 
Without the tariff, the total loss on 1952 wools might run as high as 
$26 million. 

The Secretary of Agriculture by letter dated August 15, 1952, 
advised the President that the Secretary had reason to believe that 
raw apparel wool and wool tops are being and are practically certain 
to be imported into the United States under such conditions and in 
such quantities as to render or tend to render ineffective or materially 
interfere with the price-support program undertaken by the Depart- 
ment of Agriculture. The Secretary recommended that the President 
cause the Tariff Commission to make an immediate investigation of 
the facts to determine whether controls under section 22 are necessary. 
The President ordered the investigation, and the Tariff Commission 
held public hearings commencing September 29, 1952. The hearings 
were completed about October 1, 1952. To date no determination 
has been rendered by the Tariff Commission. 

The CuarrmMan. Do you know why, Mr. Reed? 

Mr. Reep. No, sir. 

The CHartrMAN. Are you satisfied that the President had the power 
to take such action? 

Mr. Reep. You mean to refer to the Commission? 

The CHatrMAN. As to apply flexible import fees which would have 
controlled the situation. 

Mr. Reep. Yes. I think that is provided for by the law. 

The CuarrMan. I think so too. I just wanted to know what you 
thought. 

Mr. Resp. I think under those conditions it was mandatory upon 
the Secretary to request the investigation. 

The CHArRMAN. That is right; it was mandatory upon the Secre- 
tary; it was optional with the President. He is not bound by the 
Tariff Commission report, and particularly when the Tariff Commis- 
sion never made a report. 

Mr. Rexep. That is right. 

The Cuarrman. All right 

Mr. Rerep. At the public hearings before the Tariff Commission, 
the Department recommended section 22 action be taken in the form 
of flexible import fees. If an adequate import fee had been imposed, 
it would not have been necessary for Commodity Credit Corporation 
to take over any significant quantity of wool under the 1952 wool 
price-support program. However, action has not yet been taken, 
and as a consequence consumption of approximately half of the 1952 
wool clip has been prevented by the price-support program. 
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Indications from experience under the 1952 price-support program 
are that it would take an import fee of as much as 16 cents per clean 
pound in addition to the present duty to move into the market without 
a loss the wools that Commodity Credit Corporation acquires under 
the 1952 program. A flexible fee of such proportions would likely 
assure that the 1953 clip would entirely sell in the open market and 
also assure that movement of current and prospective inventories of 
Commodity Credit Corporation into the market. Without a fee, 
quotas, or an increase in tariff that will accomplish such a result, 
imports will probably continue to come into this country to meet 
domestic requirements, and domestic wools will continue to become 
displaced and immobilized in Government inventories 

The Department of Agriculture also has endeavored to secure action 
in another direction. On August 14, 1952, the Secretary wrote to the 
Secretary of the Treasury requesting consideration to imposing coun- 
tervailing duties against exports to the United States from countries 
maintaining multiple exchange rates favoring exports of semimanu- 
factures of wool to this country. No action has as yet been taken on 
this matter. 

The failure to take the actions requested by the Department of 
Agriculture has put the Government back into the wool business. 
Imports of wool have filled requirements which the immobilized domes- 
tic wools could have met if the Department’s request for import fees 
had been granted. 

The CuHarrMan. If the President imposed such tariff protections as 
would enable the wool under loan and owned by the Commodity 
Credit Corporation to move into the market, would that have resulted 
in a reduction in the world price for wool, in your opinion? 

Mr. Reep. Will you state that again, Mr. Chairman? 

The Cuarrman. If the President imposed such import fees as would 
enable the stocks now held or which will probably be acquired by the 
Commodity Credit Corporation to move into the American market, 
would that, in your opinion result in a reduction in the world market 
price for wool? 

Mr. Reep. Well, I would say that that would depend upon the world 
supply and demand situation. 

The CHarrMaANn. I mean under present condition. 

Suppose that we shut out a hundred and twenty-five million pounds 
of foreign wool in order to put a hundred and 25 million pounds of our 
own wool into the American market 

Mr. Reep. I understand you now. That wool would have to move 
into other markets. And on that situation the price of foreign wool 
would be governed. 

The CuarrmMan. And if that 125 million pounds were not needed in 
the other markets, would that likely result in a reduction in the world 
market? 

Mr. Reep. It would be necessary to raise the fee again, and that 
would mean, of course, that foreign textile manufacturers would get 
the wool somewhat cheaper. 

The Cuarrman. And they would make a more strenucus effort to 
unload their finished products? 

Mr. Reep. Well, if this fee were imposed, it would also cover—— 

The Cuarrman. It would cover manufactured products too? 
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Mr. Reep. Yes, sir. That would be necessary, I should think 

The CHarrMan. I would think so. 

I think that Mr. Ransom stated that the South American countries 
were moving their wool into the American markets: and we know that 
the manner in which they have been doing it has been called dumping 
on the American market. 

He stated that they have been moving accumulated surpluses into 
the American market. And I believe he said that they were getting 
cleaned up. Does that mean that we can likely expect less dumping 
from South American countries on the United States market? 

Mr. Reep. If the stocks are being cleaned up, which I did not know 
until Mr. Ransom said so. 

The CHarrMan. That would have a tendency to stiffen the pricé 
and reduce the incentive to make special 

Mr. Rerep. Yes; that would be governed entirely by their supply 

The CHarrMAn. Special incentives to unload on the American 
market 

Mr. Reep. Unless their desire for dollars offset that supply situa- 
tion 

The CuarrmMan. Of course, the fact is that some of these countries 
do not have much but wool that they can export for dollars; that is 
true; is it not? 

Mr. Resp. Yes. 

The CuarrmMan, And it is also true that even if we used the entire 
crop, the entire clip of United States wool, we would still have to 
import substantial amounts. 

Mr. Reep. We have to import approximately two-thirds of the 
wool 
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The CHarrRMAN. So the imposition of tariffs in order to move the 
American stocks of wool could not be construed in any sense of the 
word as an embargo; because we could not embargo imports of foreign 
wool. 

Mr. REED No That Is why the fee Is preferable Lo quotas on 
wool. 

The CuarrMan. It is simply to assure that we used our own wool 
instead of depending entirely upoa the other countries 

Mr. Reep. Well, you recall as I pointed out here that while our 
wool has been put on the shelf, the consumption of foreign wool has 
increased and taken the place of it 

The CuarrMan. Thank vou for the testimony vou have given 

The next witness will be Ray Willoughby, president of the National 
Wool Growers Association 

Mr. Willoughby, you are from Texas, I believ 

Mir. Wittouacuery. That is richt 

The CHatrrMan. We are glad to have you with us this morning 

| have, as vou may know been concerned with the steadily decreas 
ing numbers of sheep in the United States. [am wondering just what 
would happen if we really got into an allout war and depended for our 
wool on sources of supply 6 to 10 thousand miles away 

Mr. WiLLtovGcuery l am happy to be here I am a little disap 


pointed that there is not more of your committee here though 
The CHAIRMAN. We do not have the solution ye n the record to 
all these problems That is not going to be « as 


STATEMENT OF RAY W. WILLOUGHBY, PRESIDENT, NATIONAL 
WOOL GROWERS ASSOCIATION, AND CHAIRMAN OF THE 
ALLIED WOOL INDUSTRY COMMITTEE, SAN ANGELO, TEX. 


Myr. WILLOot GHRBY. May be some ol these erassroot wool crowers can 
contribute something to that solution 

The CHarrMan. | am sure you can—if vou place yourself in that 
category 

Mr. Wittovaupey. I will proceed with this statement, and I want 
vou to feel free to stop me and ask me any questions that you mig ht 
Wish as we g 


0 along. 

The Cu AIRMAN. [ see you have sorlne tab] > | ere, LOO, W hich we w ill 
undoubtedly insert in the record 

Mr. Wittovessy. The wool growers, together with other inter- 
ested segments of the wool industry, appreciate the opportunity to 
present their position relative to the effect of imports and exports on 
the farm support programs of our Government. We also would like 
to discuss what we believe to be a sound solution to the problems 
created by certain import actions which have so badly damaged our 
industry and created an expensive support operation for the Govern- 
ment. 

The National Wool Growers Association is a voluntary and unin- 
corporated organization of wool growers formed to protect the inter- 
ests of the sheep industry and attempts to speak for the large majority 
of the four-hundred-thousand-odd wool and mohair growers of this 
country. 

The Allied Wool Industry Committee is an emergency organization 
composed of growers, grower cooperatives, western wool handlers, 
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Texas wool warehousemen, and the domestic segment of the Boston 
wool trade, formed for the direct purpose of attempting to protect 
the domestic wool grower against unreasonable and unfair import 
competition, to which the domestic industry has been subjected for 
many years. 

I raise sheep and goats in Texas. I also raise cattle and have 
served as president of the Texas & Southwestern Cattlemen Associa- 
tion. I point that out because I have been in the livestock business 
for many years and I can testify that in great areas of the United 
States the feed resources cannot be harvested by any other method 
than the use of sheep and goats. It is not possible in a great segment 
of our industry for the growers to change to any other type of animal 
or agricultural production. 

We cannot get into this business overnight and out tomorrow. 
You cannot jump in and out. We are settled there from one genera- 
tion to another, for hundreds of years. It has been that way for 
many, many years. We cannot change. 

The impact of imports into the United States of shorn wool has 
been multiplying so rapidly that a continuation of the practices is 
threatening to wipe out the sheep industry of the United States as an 
important agricultural and livestock industry. 

In less than 20 months the growers and handlers of domestic wool 
and lamb have seen their business plunge into an economic situation 
which now makes it unprofitable from a private enterprise standpoint. 

It is our belief that only action by this session of Congress can 
prevent bankruptcy for the industry through changes in the import 
policy of the Nation to provide a reasonable protection for the wool- 
growers, their workers, and the allied industries with their workers. 

There is no question about the immediate emergency need for action 
if we are to save our industry. In the past 20 months wool prices have 
dropped 51 percent. In that same period lamb prices dropped 38 
percent. To show the dependence of one segment of our industry 
upon the other, that drop in the price of lamb includes a drop in the 
price of lamb pelts from a high of $12.86 to $2,85, a 78-percent decline. 
You know, Mr. Chairman, I trust, what the lamb pelt is? That is 
the wool that he has when he goes to the packer that is skinned off. 

The CuatrMan. The first animal I ever owned was a sheep. 

Mr. Wittouauery. You are right in here with us, then. 

The CHarrMANn. Not quite as extensively as you are. I think the 
largest flock we ever had was about 80—possibly 100. 

Mr. WitLtoveury. You know a good deal about it. 

The Cuarrman. I know some of the troubles. 

Mr. WitLtovaury. Because of wool imports forcing a decline in 
domestic wool prices, the sheep growers of the United States have 
seen their lamb prices drop $10 a head or approximately the equiva- 
lent of 10 cents per pound live weight. 

The 51 percent drop in wool prices is not a figure based upon the 
highest soled of the market in the past few years, but simply a per- 
centage of what has happened to this industry in the past 20 months. 
Producers and handlers of wool and lamb are in the middle of 
depression and nobody knows it except them and their bankers. 

Evidence from the key lending institutions in the livestock industry 
on which you will hear later testimony shows that approximately 
90 percent of the producers have now been forced to borrow their 
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operating capital and their position of solvency is so reduced that 
most of the growers are already mortgaging land and other capital 
investment in order to maintain their operations. And, as a result, 
growers are selling their breeding ewes and ewe lambs to slaughter 
in ever-increasing numbers. 

Thus, one of America’s basic industries finds itself depression- 
ridden in the midst of a national economy for the rest of the Nation 
which has climbed 9 percent in the same period, from an index of 
229.5 to approximately 250, near its all-time high. That makes it 
self-evident that the decline of prices to producers has not been 
accompanied by any decline in the cost of production. Under con- 
tinuation of import competition for even one more year, in the volume 
and at the prices which have prevailed in the past 10 years, there 
would be no chance for a price improvement in time to save a further 
serious decline in production and further losses to the producers and 
handlers of the industry in the United States. 

There are provisions in the Tariff Act, and there is section 22 of 
the Agricultural Act of 1949 which could have given the industry 
some temporary relief; but these, like the relief provisions of the 
peril point and escape clause of the Trade Agreements Act, were not 
made sufficiently mandatory by the Congress, were not enforced, and 
in ac ‘tuality provided absolute ly no protection for the woolgrowe rs. 

There is attached to this statement a chart showing the world 
imports of raw wool and showing that the United States has become 
the greatest eee of wool in the world. Would you care to look 
at that chart 1, Mr. Chairman? You will see down there in line 5 
the United Staten has risen from the fifth in the importation of wool 
to first place, with 776 million pounds. 

It shows the United States has virtually tripled the share of wool 
it is importing from 10 percent of the world supply in 1935-39 to 
29 percent in the period 1946-50 

The CHarrMaANn. That chart you show includes all wool? 

Mr. WiLttovausy. Yes. 

The CuarrMAN. In apparel wool, Great Britain still imports a little 
more than we do. I think that was in Mr. Ransom’s testimony. I 
just wanted to make this clear, that your figures include all wool. 

Mr. Wittovuausy. Yes. In 1951 the United States imported one- 
fourth of the world supply of wool. For information of the committee 
and its staff, there is a second chart showing the percentage of the 
various grades of dutiable apparel wool imported from the various 
countries and a chart showing the weight and percentage of grades of 
the total imports. 

Of course you will have more time to look at this. I just wanted to 
refer to that as we went along. This definitely shows that the imports 
are heaviest in those grades which we produce in the most abaundance 
in this country. There is no duty on carpet wool which we do not 
raise in the United States, and we do not feel there should be any duty. 
This wool that is so heavily imported is what we call fine wool. These 
other wools are carpet wools, and so forth. ‘ 

Approximately 100 million pounds of wool shorn in 1951 is still in 
the hands of private individuals, growers and grower cooperatives 
and wool handlers, while we are importing 555 million pounds from 
foreign sources. 
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Last night at midnight the Department of Agriculture, through the 
Commodity Credit Corporation, was scheduled to foreclose on approxi- 
mately 125 million pounds of 1952 wool clip. I was not here for all of 
the hearings of the men of Government. Did they actually take over 
that wool last night, Mr. Reed? 

Mr. Reep. We are going through the process of foreclosure sale now 
for 2 weeks [t will not be completed until that time. 

Mr. WitLovuGcusy. However, it is the property of Commodity 
Credit today? 

Mr. Reep. Unless during the next 2 weeks somebody bids more 
than the costs we have in the wool. 

Mr. WittovuGusy. This means that this morning, gentlemen, the 
Government of the United States now owns and has placed one-half 
of the Nation’s production of 1952 wool in a Government surplus 
stockpile because growers could not find a market at the 90-percent 
parity support level. 

The CHarrman. May I ask Mr. Reed right there how much wool 
the Commodity Credit Corporation already owns? 

Mr. Keep. Prior to today? 

Mr. CuarrMan. Prior to today. 

Mr. Reep. We took over approximately 8 million pounds in 
February. 

The CuarrMan. And that is all you own. And you have taken 
over this, which you expect within the next 2 weeks to complete the 
foreclosure on. 

We are glad to note the presence of Senator Watkins of Utah. We 
are very glad to have you here, Senator Watkins. 

Mr. Wittovcusy. We are now shearing the 1953 clip throughout 
the United States. There is no market available for this 1953 clip at 
anywhere near the cost of production, and it will, in all probability, 
go largely into the Government loan program. 

Considering the fact that the United States consumed 700 million 
pounds of grease apparel wool in 1952, while domestic growers pro- 
duced only 232,373,000 pounds, it is evident that foreign produced 
wool imported inte the United States at prices under our cost of pro- 
duction created the price decline on domestic wools which forced 
American growers into a support program and has made the domestic 
wool industry an unprofitable business. The American market was 
completely demoralized by export actions of foreign governments 
and foreign producers, and even currency manipulation was used to 
circumvent even the lowered tariff negotiated under the Trade Agree- 
ments Act. 

Under the trade agreements with wool-producing countries, the 
foreign growers, whose cost of production is low, are able to transport 
their wool halfway around the world, pay this lower tariff, and still 
undersell our cost of production. Some of these imported wools are 
subsidized by their own governments, and that gives them an even 
greater advantage in underselling the nonsubsidized wool growers 
in this country in the market place. 

I have attached to this statement a cost comparison on figures 
compiled by the Bureau of Agricultural Economics on cost of sheep 
operations in the Intermountain States and on official figures from 
the Australian Commissioner of Agriculture. That is chart 3, I 
believe. 
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The CuarrMan. I think, Mr. Willoughby, you had better clear 
up for the record this disparity between your figures and Mr. Ran- 
som’s figures. Mr. Ransom’s figures were evidently on a clean wool 
basis, and you are speaking of grease wool. 

Mr. WirttovuGusy. Yes. 

The CHarrMan. That makes quite a difference 

Mr. Wittoversy. Oh, yes. These would be much less, scoured 
wool 

The CHarrMAn. I am trying to clear that up, too, because some 
people reading the record might not realize that 

Mr. Wittovenusy. That is right. Our wool is just like it comes off 
the sheep’s back. We do not know a lot about this scoured wool. 
We are not in that business. We get it into the sack and try to sell 
it if we can. 

This chart shows that for cash outlay per head per year on hired 
labor, shearing, taxes, and other costs—in the United States the cash 
outlay is $8.45 per animal, and in Australia it is $1.91. I think it well 
to point out here that we could use lowe igures than those of Aus- 
tralia because, where it costs 40 cents a head in the I nited States to 
shear a sheep, it cost 12 cents in Australia, but it only costs 6 cents In 
Argentina. 

| would Like to poimt out here, too, that the American woolerowing 
industry is the most efficient woolgrowing industry in the world. 
Arguments that we can economize through increased efficiency to make 
up for the difference caused by the cost of labor under our American 
standard of living are completely fallacious in the livestock industry 
It does not matter how much you try to increase the efficiency of 
your operation, vou cannot shorten the gestation period of a ewe, and 
it still takes a year to grow a fleece of wool, and the ewe still eats 
feed every day 

To further show what we believe to be unfair competition with 
foreign wool imported into the United States, rail rates on such im 
ported wool from Pacific coast ports to Boston, for 40,000-pound 
weights and up—that is, about a car—is $1.69 per 100 pounds 
(American-produced wool shipped from that same west coast point to 
Boston costs the American grower $2.47 per 100 pounds 

To give two examples of subsidized wool coming into the United 
States and breaking the domestic market, both Argentina and Uruguay 
use this device. In Argenta the exchange rate was 5 pesos for an 
American dollar. Under controlled currency and manipulation, 7 
pesos were allowed for each American dollar if used in the purchase 
of Argentine wool and wool tops. Wool tops is raw wool that has 
been sorted, scoured and washed, carded, and then combed, ready for 
spinning into yarn. In Uruguay, where the peso on the official rate 
was 1.519 per American dollar, the rate was set at 2.35 pesos for an 
American dollar if used in the purchase of Uruguayan wool tops 
That is about a 54 percent subsidy. 

There is a chart attached to this statement showing the general 
imports of wool tops into the United States during the years 1949 to 
1952, inclusive. Thatis chart No.4. You can look at that hurriedly, 
if you wish, or take your time. I do not know whether it is worth 
while to stop and discuss that or not. 

Senator Watkins. You said something about the percentage of 
subsidy What percentage was that? 
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Mr. Wittoveusy, The way we figured that, it was 54 percent, 
Senator. 

The CuarrmMan. That was for Uruguay, and somewhere between 
40 and 50 percent for the Argentine. 

Mr. Wittoveusy. That is right. 

Senator Warkins. It was not in your text. You said something, 
and I did not catch it. 

Mr. Witioveusy. I figured that out, or wrote it down here in 
pencil. This No. 4 chart shows that since 1949 wool-top imports 
into the United States have climbed from 1.1 percent of domestic 
production to 11.8 percent of domestic production. Uruguay’s ex- 
ports of wool tops to the United States in 1952 were 5,647 percent 
greater than they were in 1949, and total wool top importations into 
the United States in 1952 were 1,027 percent greater than in 1949. 
At times, because of the subsidy, Uruguayan wool tops, even after 
the payment of the present duty, have undersold United States-pro- 
duced tops by as much as 30 cents per pound. The current differential 
is about 20 cents per pound. 

‘Thus not only did the American producer lose his market to foreign 
subsidized imports, but American workers, who in 1949 prepared 99 
percent of the tops, lost 12 percent of their production to cheap 
foreign labor competition. 

The National Association of Wool Manufacturers on April 13, 
1953, issued a newsletter stating that 8 million man-hours of labor 
by United States textile workers would have been needed to produce 
the wool fabrics imported into the United States in 1952. That dis- 
placed that much American labor. 

Wool cloth imports reached a 30-year high of 24 million square 
yards last year. The news release quotes the average wage rate of 
American workers producing this cloth at from $1.55 to $1.65 an hour, 
while the wage rate for the same work in Great Britain, the principal 
competition of the United States textile mills, averages approximately 
40 cents an hour. That is about 4 to 1. 

The American woolgrower is vitally interested in the welfare of the 
American textile industry because the domestic manufacturer is the 
domestic growers’ only customer, and this is further displacement of 
the American woolgrowers’ market. 

Before World War II the average importation of foreign wool 
amounted to 20 percent of domestic production, and at the time of 
Pearl Harbor a strong American industry was ready to produce, and 
did produce, needed apparel wool for the Armed Forces. Now, 12 
years later, after the lowering of tariffs under the trade agreements 
which compounded the damaging effect of other economic factors, 
foreign wool imports in 1952 amounted to 72 percent of the domestic 
consumption of the United States and have again forced domestic 
wool into a Government support program. 

The next chart attached to this statement shows that the 1935-39 
average of wool imports amounted to 20 percent of domestic consump- 
tion, and it further shows how, in the last 6 years, the import quantities 
and percentages have climbed to the present figure of almost three- 
fourths of American use of wool. 

These import-competition conditions have simultaneously accounted 
for a decline in sheep population in the United States in those same 
years from 46,300,000 in 1940 to 28,172,000 in 1952. The comparison 
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f the next chart on imports and the chart on shorn wool production 
and number of sheep shown is evidence of the impact of the import 
competition. 

While all wool production was declining, wool consumption was 
increasing in the United States by leaps and bounds. The next 
chart shows that wool consumption in the United States between 
the 1934-38 period to the 1946-52 period was increasing 54 percent 
per capita, while world consumption of wool was declining 6 percent 
per capita. That is chart 7. 

Attempts of the American producers to solve their other problems 
of production have been to no avail in the face of this importation of 
foreign wool at prices below American costs of production, resulting 
in 41 percent of the wool and lamb producing ewes on the sheep 
ranches of the United States being sent to the slaughterhouse—this 
in the face of warnings from Government that even the national 
welfare is involved in the decline of the production of wool in the 
United States. The 1950-51 Yearbook of the United States Depart- 
ment of Agriculture says on page 489: 


We want to keep our wool industry vigorous because wool is essential to our 
national health and security; the Armed Forces consider wool a strategie and 
essential material. Domestic wool production, even in peacetime, has never been 
equal to consumption. Normally we produce only from one-fourth to one-third 


of our total requirements To meet any emergency we should produce at least 


two-thirds of our normal requirements of apparel wool. 

The United States Senate Joint Committee on the Economic Report 
says in Senate Document 100 of the 2d session of the 82d Congress on 
page L: 


Our domestic wool clip “is averaging only about half’ the rate of production 
required for military use during World War II and ‘“‘the foreign wool which we are- 
using today to supplement our domestic production requires sh pping over sea- 
lanes of minimum distan¢ of 5,000 to 8,000 miles lo depend upon imports 
over extended supply lines in time of war is not realist ; 

That was from Conservation in Military Textiles, by Dr. Stephen J. 
Kennedy, Quartermaster Review, November—December 1951 
It is self-evident that there is no px sibility of building a strong 


domestic sheep industry or even maintaining the welfare of the present 
industry production so long as the market place and market price are 
controlled by subsidized and cheap foreign imports while a major por- 
tion of the domestic clip is in the hands of the Government under a 
loan-support subsidy program. 

Senator Watkins. Mr. Chairman, I am not a member of the com- 
mittee and probably I have no right to ask questions ; but I am one of 
the sponsors of this bill 

The CuarrMan. We are very elad to have you ask all the questions 
vou like, Senator Watkins 
* Senator Watkins. There is a question that comes to my mind as 
Mr. Willoughby is reading the statement here, about the ne cessity of 


t 


having the wool production m the United State S. and also how it has 


been voing down, down, down It has been said by people who have 
a different point of view that, since our wool industry cannot begin 
to supply the country’s needs, and has not been for a long time, why 
should we 20 On and foste! industry of that kind apparently which 
cannot be expanded. 

I want to know what your answer is to that Do we have the 


necessary facilities, range and leeds and all that sort of thing to 
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increase the production up two-thirds where it has been said it is 
safe for our country? 

Mr. Wittovcusy. Yes. If that were to happen, what would you 
do with all that western range where those crops can only be harvested 
by sheep and goats? You have an outlay out there that you get 
valuable income from that would just be wasteland. You could not 
use it at all. “That is all it is suitable for. There is enough territory 
and lands out there to support 50 million grown sheep. 

We are working hard on a program now to build back to where 
we were in about 1941 and 1942 and 1943. To maintain a healthy 
economic status for the sheep-growing industry, our own Govern- 
ment tells us that we need to produce 360 million pounds of grease 
wool, and that would take about 50 million head of grown sheep 
That is my answer to the question 

Senator Warkins. You do sav now and contend that we do have 
the facilities and the production of wool can be increased to at least 
two-thirds of our needs? 

Ir. WitLovuGupy. It was that way 10 or 12 years ago 

Senator Warkins. Of course our needs have increased since that 
time. You have taken into consideration also the fact that at our 
present rate of growth in this country of about 2,500,000 pe yple by 
births in this country, and then an annual immigration of approxi- 
mately 250,000 people, the needs of that population, which in 20 
vears will exceed probably 200 million. 

Mr. WiitLtoveusy. Right 

Senator Watkins. Does the heep industry have the facilitt Oo 
take care of an increase in population like that? 

Mr. Wittovenrsy. Without a doubt, absolutely 

Senator Warkins. | think | know the answers, but I am asking 
this because | want to see it in the record 

Mr. Wittoversy. All right, I am happy to get it in the record 

Senator Warkins. Those are the points that have been urged to 
me as against our proposals to do something about the sheep and wool 
industry in the United Siates. These people seem to feel it is a 
declining industry, the people are not interested in carrying it on 
They do not want to carry it on any more, They cannot take care 
of our needs. So why should we penalize all the American people bs 
putting on some protection? 

Mr. Wittoveusy. You give us an equal chance with the foreign 
competition, an equal chance with the cotton people, the wheat people, 
the tobacco people, and we will show you. 

Senator Warkins. Apparently vou are geiting an equal ch 
now. The Government buys it and puts it in storage along 
butter 

Mr. Wittovauey. That is no good, and that is not healthy. If 
they will F1ve us an equal chance at our own market, we do hol need 
all these support programs. We do not want them. They are un- 
healthy. They do not make sense to me. You subsidize and you 
he-ve a tariff here where Australia can come in and undersell us, and 
then give us a support program. That does not make sense to me, 
Senator. 

Senator Warkrins. I agree with you 100 percent. I wanted to hear 
you say that. 
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The CHarrMan. In 1948, and again in 1949, the countrv reached a 
conclusion that in the interests of national security, we should pro- 
duce not less than 360 million pounds of shorn wool a year 

Mr. WititovGcuesy. That is right. ; 

The CHAIRMAN. That was the amount we figured was necessary fo 
the protection of this country in the event of war. That was the rea- 
son, too, that we did fix a high level of support for wool. But the 
woolgrower, like most farmers, gets little satisfaction in producing 
wool, seeing it put under a Government loan, foreclosed on by the 
Government, which makes him feel almost like a ward of the Govern 
ment. That is not a healthy condition 

Mr. Wittovensy. Certainly not 

The CHAIRM AN. And vet we must subsidize him, uw necessary to 
the security of the Nation 

Mr. WittovuGcusy. Right; you have no choic 

Senator Munpr. In that connection, Mr. Willouchtl ve have vou 
personally curtailed your operations as a consequence of the situation 
which the woolgrower is confronted with in this country? 

Mr. WittovGusy. More than 50 percent 
Senator Munpr. Given the propet kind of protection ol tariff, do 


you think there are a number of other large producers who havi 


curtailed their operations to substantially the same degree 


Mr. WitLovucHBy. Yes They have curtailed, | would not say on 


1 
the same percentage, Dui they have all curtailed thelr operations. 


) 


Chev are all eager and anxi 3; to rebuild, to build them uy 
= i 
We have the facilities. 


We are losing money in two ways, Senator, by the suy 


yand expand, 


po o 
and our ranges are not producing tO Capacity I oO KHON wl at 1 
mean We could take care of a lot more livestock than we ar 

The CHarrRMAN. Furthermore, under the Government support pro 
oram, vou could never hop to recelve er 9O pel nt for vour wool 


Mr. WittovuGHry. No 

Senator Munpr. Which, as a taxpaver, vou have to help pay 
vourself 

Mr. WiuLtovuGcuHry. Y: This 90 percent of parity will not neat 
meet the cost of production 

Upset marketing 


conditions as production declined and the huge 


drop in the price of pelts have caused a corresponding decrease in the 
market price of lambs and prevented the meat pl rduction of the sheep 
industry from in any way offsetting the losses of wool production 
And now the industry is facing the new threat of the increased importa 
tion of frozen lamb carcasses 

We are united in the domestic woolgrowing industry in unalterable 
opposition to the continued imports, under present policy, which is 
wiping out the domestic sheep industry As the group of Americans 
who, more than any other, can be pointed out as the horrible exampl 
of what can happen to American producers and workers, we feel that 
Congress must take a strong affirmative stand to protect domestic 
agriculture because no support program can sustain an industry 
under the conditions which we have faced 

Senator Munpr. What do you mean by being united agaist the 
present program of imports? Have you some manifestations of that 
from the members of your association? Have you passed resolutions? 
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Mr. WitLtovensy. From the smallest hamlet in the sheep-produc- 
ing country to the National Wool Growers Association, we are all 
united in this very effort that we are trying to accomplish today with 
this testimony that I am trying to give you. 

The Cuarrman. We all know, Mr. Willoughby, as you have pointed 
out, that there are certain kinds of grazing lands and certain feeds 
which can only be harvested by sheep. However, we in know that 
sheep and cattle can use a great deal of the same lands. Have sheep 
been supplanted by beef cattle to any extent? 

Mr. Wittovensy. In the last few vears; yes. 

The Cuairman. Now we find that we have produced more beef 
cattle than we need, while the number of sheep necessary to national 
security has been steadily decreasing. 

Mr. Wittovenusy. Right. 

Senator Munptr. Down in your area of the country where they 
raise everything in a big way, Mr. Willoughby, would you say that 
the ruinous prices with which the sheep producer has been confronted 
have contributed materially to our present oversupply of beef, over- 
population of beef, which has created a serious price situation for our 
cattlemen? 

Mr. Wititoveupsy. J think that is true to a certain extent, because 
vou can see that people who are not in the farming business have to 
run livestock. And by that same token, the sheep numbers have 
decreased and the cattle numbers have increased. We have an all- 
time high of cattle population. 

The Cuatrman. Until we get an inbalance in both. 

Mr. Wittovanpsy. That is right. There are 93,500,000 cattle 
today 

Senator Munpt. How many million sheep? 

Mr. WitLovucuey. Around 28 million stock sheep. 

Senator Munpr. What was that ratio, say, 5 years ago? Would 
you know sometime back in there? 

Mr. WitLovaenuesy. Around 32 million head, I think; maybe a little 
under 

Senator Munpr. Of sheep? 

Mr. Wittovuausy. Yes, stock sheep. 

Senator Munpr. Probably 60 or 70 million head of cattle? 

Mr. WittovuGuey. Yes. Five years ago—that would be in 1947— 
between 70 and 80 million head of cattle, | would say 

Senator Munpr. So the spread is moving both ways. 

Senator Warkins. Has it not been said we have had an increase of 
about 10 million head of cattle? 

Mr. Wititovenusy. I| think that is correct. 

Senator Warkins. It might be a little higher. It would be up to 
70 back 5 years ago. 

Mr. Wittovenupsy. Yes. 

Senator Munpr. It depends on what vear you use as your base. 

Senator Warkins. We had some investigations in the 80th Congress 
-” the cost of living, and we went into the question of beef on all that. 

As remember, the heads of livestock in the beef category were around 
in the neighborhood of some seventy-odd million. 

Mr. WittovGcury. | think that is correct. That is close. 

li seems to us that there is a basic conflict between the established 
policy of this Government to support American agriculture at as near 
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parity levels as possible and in a foreign-trade policy which does not 
take into consideration the domestic economy of the Government in 
this regard. 

It would seem to us just as obvious that the lack of firm limitations 
to protect American producers and workers is in conflict with the 
established domestic policy of minimum wages and social security for 
American workers. That is why we believe these hearings being held 
by your committee are the most important you could possibly hold 
if you take positive action to resolve this conflict. We feel America 
is at the crossroads and that a method must be worked out whereby 
we can encourage and promote foreign trade and do this on a basis 
which will simultaneously protect the domestic economy. 

There has been much testimony before this committee by propo- 
nerits of free trade and lowered tariffs and by State Department wit- 
nesses on the need to view our foreign-trade policy “in its totality 
of all foreign trade. These witnesses have said that we should not 
consider the effect upon individual industries such as the wool 
industry. If we must view the situation “‘in its totality,’ a doctrine 
to which I do not subscribe, then why cannot we insist that we view 
the subject of the whole domestic economy “in its totality’’? 

Actually, in agricultural production the balance of trade is in our 
favor. We import more than we export—that is, of agricultural com- 
modities. It is in the nonagricultural foreign trade category where 
the trade gap occurs. And “in its totality’? foreign trade accounts 
for less than 10 percent of our total economy. We fail to see why, 
in order to promote a small increase in the welfare of 10 percent of 
our economy, the standard of living of the other 90 percent should be 
endangered, 

Certainly not all of the other 90 percent would be damaged at first, 
but if Henry Ford gains an advantage for the first few years in foreign 
trade through free trade, I can assure you there will be less money 
for American wool growers and sheep producers to use to buy Ford 
cars and pickups. 

The CHarrmMan. Do you not imagine, too, Mr. Willoughby, there 
might be fewer Ford cars produced in the United States? 

Mr. WitLovensy. That is what I am trying to say. 

The CuairmMan. I mean Ford cars could be produced cheaper in 
foreign countries if they could be brought into the United States duty 
free. 

Mr. Witiovensy. Absolutely, that is correct. I further — 
you that with the wages we pay, more sheep produc ers in the ited 
States can buy Ford cars than would all of the sheep producers in th 1e 
rest of the world on their standard of living. Particularly when the 
other countries are still keeping import restrictions and high tariffs. 
The matter of tariff protection has been made to appear a part of 
our foreign policy, when actually a reasonable tariff protection is a 
part of our domestic policy. 

In support of that statement, I do not think that you people have 
this. I quote from the publication of the Republican Party on foreign 
trade prepared by the research division of the Republic an National 
Committee in September 1952: 

Many years of f prote ctive tariffs have aided in the development of a wide range 
of essential domestic industries Within the framework of Federal and State 
regulations and standards surrounding these industries petition is keen and 
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healthy Foreign producers operating outside of that framework and paying 
wages far below that of the United States sometimes attain competitive advantages 
unfair to American workers 

Adequate, flexible tariffs are essential to the economic welfare and must be 
maintained wherever low standards and foreign areas give imported goods undue 
advantages over those produced by American labor 

I would like to point out here, too, that Senator Young, of this 
committee, was widely quoted in the recent election campaign as 
stating that it was bipartisan action by the Democrats and Republicans 
of this committee which resulted im the support program for agricul- 
ture, and the Republican 1952 platform states 

It is definitely the intention of the Republican Party to safeguard our domestic 
enterprises and the payrolls of our workers against unfair import competition 

We think that this committee should again take bipartisan action 
to protect that support program and for the Republican administration 
to carry out the mandate of the voters to protect our domestic agi icul- 
ture 

Senator Warkrins. As I understand, Mr. Willoughby, you are not 
in favor of a support program for the wool industry? 

Mr. Wittovcupy. No; lam not. Ido not think it is the answer, 
Senator. Ido not think it will ever be the solution. 

Senator Warkins. I notice you quote Senator Young, who ap 
parently is relying on supports. 

Mr. Wrttovessy. I am speaking mainly of wool. I do not know 
about these other agricultural commodities, because I am not in that 
business. Of course, I think that support on cotton and wheat and 
tobacco, and so forth, those boys are pretty well taken eare of by 
their import quotas. If you would be interested, we looked up the 
table of the Tariff Commission to see how much importation they 
can have, and so forth. It is a very small percent of their production 
We can give you that figure. It is about one-hundredth of 1 percent 
of domestic production on wheat, and cotton is 1.7 percent of domestic 
production. There would just be practically no importation at all 
unless they wanted it. 

The CHarrmMan. The importation of wheat is restricted by Presi 
dential order under section 22. The importation of cotton has also 
been taken care of under section 22. 

Senator Warkins. You are talking about protection for this par- 
ticular industry. What would you say about a statement that has 
been made out in my State frequently that there are places in the 
world where everything we produce—for instance, in my State and 
most of the surrounding States—can be produced much cheaper than 
it can be produced there? 

Mr. Wittovcuey. That is correct. 

Senator Watkins. If you want to go on the policy of buying where 
vou can get them the cheapest throughout the world, that would 
practically eliminate all of the industries, agriculture and otherwise, 
in the Intermountain States and the western region. You would agree 
with that, would you? 

Mr. Wittoucusy. Yes. There are places that can produce these 
agricultural commodities a lot cheaper than we can 

Senator Warkins. Of course, that would mean we would simply 
have to move away from there 
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Mr. WittouGusy. Yes; either that or we would have to support 
the world market. What are you going to do when you get to that 
point? 

Senator Warkins. I have a tough enough time trying to support 
our own 

The CuarrMan. What do you say about the encroachment of the 
synthetics on the wool industry? 

Mr. Wittovucusy. They are always a threat, but I am not half as 
upset and worried about the encroachment of the synthetics as I am 
of this foreign competition. You cannot make a synthetie top as 
durable nor as good nor as cheap as vou can a woolen top. I think 
S\ ntheties have a lone way to go vet 

The CuarrMan. And there is no danger of getting the price of wool 
so high as to induce the production of synthetic fibers? The cotton 
people expressed apprehension over that. Do you think that cotton 
is in more danger of competition from synthetics than wool is? 

Mr. WitLtovucusy. Cotton is produced a littl cheay er than wool 
That would be the only answer I could give. 1 just could not answet! 
that, as to which would be the createst threat 

Senator Munpr. The purport of vour colloquy with Senator Wat 
kins is not to the effect you would like to have the support price of 
wool withdrawn now, is it? 

Mr. WriLovauey. I do not think it is healthy [ think we would 
have been in a better position if we aed not had tl 
this vear for this reason \ cood deal of the wool was in pretty stro! 
hands. I think—and we are talking freely and frankly here—the 
manufacturers have laid back and have not bought this wool, thinl 
ing, or possibly knowing, that along al 
Corporation would have to take over a lot of the wool in their pos 


out now the Commodity Cred 


session. 


We all know Commodity Credit does not want that wool. The 
do not want to ret mto the wool business, and thev are rong to sel] 
these wools just as soon as they can get their money out of it | think, 
if the wool had not gone into this 1952 support program, it would 
probably have sold on an open market at a better pric 

Senator Munpr. Let me see if | get that straight. It is vou 
opinion that without a support price the wool producer would be 
getting more money for his wool than he is gettmg now with the 


support price? Is that vour testimony? It is a curious approach 
which is somewhat different from what we have been hearing. 

Mr. WitLtouauey. You see, any time Commodity Credit gets into 
business, that creates a surplus; and that is always unhealthy. 

Senator Warkins. In other words, it hangs over the market? 

Mr. Wittovuauesy. Yes 

Senator WaTKINs. It is a constant threat 

Mr. Wittovensy. Yes. That is the point I am trying to make 
Senator. 

Senator Munpr. I am not sure I agree with vou, but you art 
entitled to your viewpoint. I just wanted to be sure I understood you 

The CHatrMan. We had a question similar to that which came up 
vesterday, I guess it was, in regard to hog prices. We have not had 
any support price for hogs for some time. I recall last year that the 
Secretary of Agriculture could have supported hog prices, but he did 


» 
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not to any extent except through section 32 funds. He let the price 
of hogs drop to 76 percent for a short time. 

This year hogs have gone up to something over ve percent, 102 on 
the 15th of April, and I guess probably near 107 or 108 today. ‘The 
opinion was expressed by one of the witnesses that, if the Secretary 
had stepped in a year ago and given a 90-percent support, it probably 
would have induced the production of enough more pigs this year so 
that very likely the producer would still be getting a support price. 

In other words, if the Secretary had ste pped i in and supported pork 
at 90 percent, providing they had devised a means of doing it—it is 
not easy to do—the price would have become more or less fixed at 
90 perecnt. 

As I understand you, Mr. Willoughby, you feel that if you had 
protection from foreign imports, and particularly foreign dumping, 
you would stand a better chance of getting 100 percent parity for your 
wool than you do under a Government support program and not ade- 
quately restricted imports? 

Mr. WitLtovaensy. That is right. 

Senator Munpr. However, that is not the answer he gave to the 
question I asked, because I was talking about support prices in the 
program as we find it now. You have to take the world as you find it. 
You cannot describe a utopian situation and thea say those conditions 
prevail now, because they donot. You have to take conditions as they 
are. 

With the import program what it is, with this devaluation of cur- 
rency what ‘t is abroad, with the situation just as you find it, is your 
testimony still, then, as of the present time, you think the support 
price is depressing the price of wool? 

Mr. WriLovexrsy. Oh,no. Idonotmeanthat. That is a market 

Senator Munpr. That is what you said. 

Mr. Wittoveusy. That is not the inference I mean. That is a 
market for the wool, all right. The Government program is a market 
for the wool, but it is an unhealthy market for the wool. This whole 
theme here is for protection from foreign wools. If we had that, we 
would not need this support program. 

I do not mean that it had not been beneficial, because that is a way 
of disposing of this clip wool. I did not understand your question. 

The CHArrRMAN. So long as you have to compete with foreign 
dumping of wool on our markets, you have to have a support price? 

Mr. WitLovuGupsy. Of course. 

The CHarrMAN. Otherwise you would not have 28 million sheep. 
You just would not have sheep. 

Mr. WittovucHesy. We would not have any. We would be out of 
the sheep business. 

Senator Watkins. Also, at the same time, your support price 
helps keep up the price of the foreign wools brought in, too. In 
other words, we support the importers’ prices. 

Mr. WittovuGuey. That is right. 

Senator Munpr. I think we should also correct the record then, 
while we are revamping the testimony, because I do not believe that 
you can prove the point that support prices create surpluses, which was 
the phrase you used. I think the Commodity Credit Corporation 
does not create surpluses. It provides a means of absorbing them and 
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utilizing them and disposing of them, but I do not believe it follows 
that the Commodity Credit Corporation creates a surplus. 

Mr. Wit.tovcuey. If that was the inference of my answer, I sure 
want the record corrected, because that was not mv thinking. | 
probably used the wrong language, but that was not my thinking 
That was not the answer I was trving to give 

Senator Munpr. | am glad we got the record straightened out on 
that. 

The CHarrmMan. Of course, 90 percent support for wool is an 
entirely different proposition than 90 percent support for corn o1 
wheat, because you do not have the incentive to produce wool at 90 
percent that you do to produce wheat. The trouble there probably 
lies with your parity formula. 

Senator Munpt. Which I doubt 

Mr. Witiovucuey. | would like to point out here, Senator Mundt, 
also that our parity formula for wool along the line the Senator is 
talking of here is not equitable. 

Senator Munpr. That is correct 

The CHarrMan. I am inclined to think that parity as a yardstick 
for basing fair prices for farm commodities is an awful long way from 
being perfect. 

Senator Munptr. Yes. We have had that before the committee in 
numerous other hearings, Mr. Willoughby. What the country badly 
needs is 2 very careful study of a new parity formula which would be 
just and equitable, because farmers generally are sort of married to 
the parity formula idea. But, if the basic formula is wrong, all your 
deductions are wrong which flow from it 

The CuarrmMan. The proof of that is in the fact that citrus growers 
marketing their crop at 40 percent of parity this year are doing very 
well, which shows right on the face of it that we are far from having 
set up an adequate vardstick for measuring fair prices for farm 
commodities. 

Mr. WittovuGcuHey. And, also, our numbers of sheep are declining at 
a support price of 90 percent of parity. I trust we got the record 
corrected? 

Senator Munpr. | think so. 

Mr. Wiutovensy. | think it is time we quit letting the inter- 
national theorists make us ashamed of our American standard of 
living as compared to the rest of the world. 1, for one, do not hang 
my head in shame because I have a better standard of living than my 
contemporary in a foreign land nor because my workers earn more 
and live better than workers in other lands; and | do not believe this 
Congress will sit idly by and see the American standard of living 
destroyed in the sheep industry, dairy industry, or any other agri 
cultural industry. 

All we ask is tariff protection on a flexible and reasonable basis 
so that in our foreign trade expansion we do not wake up to find the 
most important item we have exported is the American standard of 
living which we had intended to band down to our children along 
with their freedom of speech, of religion, political choice, and oppor- 
tunity. 

There has been ample testimony before this committee to show 
that the operation of section 22 of the Agricultural Act has not 
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worked for the American woolgrower as we believe Congress intended 
it should. Both the Secretary of Agriculture and the Tariff Com- 
mission Chairman have testified that the Department of Agriculture 
requested last summer and the Commission held hearings in Septem- 
ber on a proposal to increase tariffs on wool in order to protect the 
domestic farm support program. After 7 months there has not vet 
been a decision by the Commission; and, if thet decision is forthcoming 
and favorable, it is not mandatory upon the administration but is 
purely advisory to the Pre a8 

Ve think it well right here to point out something that we think 
enters the argument over came to lowee American tariffs in order 
to seek more export markets for some of our major agricultural crops 
We are told that wheat must find a wider foreign market. We do 
not believe it is understood that wheat not only has a 21 cents per- 
bushel tariff duty and wheat flour 52 cents per hundred tariff duty, 
but that they have an absolute quota on the amount of wheat that 
can be imported into the United States. That quota is less than 
one one-hundredth of 1 percent of domestic production. That is 
shown on chart 8. 

Cotton has a quota system which represents less than 1.7 percent 
of domestic production. Tobacco does not have a quota, but it has 
duties ranging from 91 cents to $1 per pound on unstemmed tobacco 
and $1.72 per pound on stemmed tobacco. 

We do not quarrel with this protection given these surplus crops. 
We have attached hereto a chart showing those various duties and 
quotas purely as a matter of information. We feel the protection of 
domestic agricultural industries should not be on a select list but 
should be given to all essential agricultural products, 

That is why we are very hopeful that this committee will give 
serious and immediate consideration to S. 1538—that is your bill, 
Senator Mundt—now pending before the committee and a copy of 
which is attached to this statement. This is a parity-protection 
amendment which says in the simplest language that, whenever price 
support is made available to a commodity, no competitive product 
can be imported into the United States at less than parity price without 
paying the difference to the Treasury in an equalization duty in 
American dollars. That is just sound business, is it not? It is 
simple and workable when carried out on a reasonable basis. Four- 
teen Senators, including four members of this committee, co Spe msored 
this measure. 

To show the workability of it, we bave attached hereto what we 
believe to be a reasonable schedule and classification for collection of 
the equaliz ation duty for wool in the event such a bill should be 
enacted by the Congress—chart 9. The enactment of this amendment 
would help increase production of the domestic sheep industry and 
make the United States less dependent on foreign countries for this 
strategic raw material. ‘The adoption of the proposal would eliminate 
the cost of a wool price-support program except in the case of a world- 
wide economic recession. 

Such action would fulfill the objective of parity in the market plac« 
for domestic agriculture as expressed by the platforms of both political 
parties. In addition it would remove the stigma of subsidy from the 
wool producer and save the taxpayers money. 

I want to call special attention to this next paragraph, if you please. 
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It would bring consistency and sound financial management to the 
agricultural support program for wool. There is no consistency or 
sound financial reasoning in importing foreign products below the 
cost of production in this country, then turning around and supporting 
the domestic producer out of Government funds 

Senator Munpr. I guess you know, Mr. Willoughby, in that state 
ment you have the complete 100 percent endorsement and support of 


the Secretary of Agriculture, who said about the same thing when he 
was before our committee. 

Mr. WittouGuesy. Yes, sir. He is very much in sympathy, 
think, with this proposition 

Senator Munpr. That is a basic economic facet that nobody 
quarrel with. 

Mr. Wittoucupy. No. Mr. Chairman, I do not believe S. 1538 


would in any way conflict with the intent of the measure you have 
introduced to give the Seeretary of Agriculture interim 


power to act 

prior to a ‘Tariff Commission ruling under section 22. What it would 
do, in our opinion, would be to set a congressional minimum protection 
by spelling out parity as the lowest point at which an agricultural 
commodity could be imported into the United States when cond 
tions were such that the same commodity is under support by the 
United States Government 

‘To us this seems a much more workable and sensible solution than 
maintaining even a semblance of industry by subsidy whether it be 
under a loan support program or direct subsidy 

We have even heard some sugeestions made that the American 
woolgrowers be paid $1 a head direct subsidy rather than given tariff 
protection. Besides objecting to the principle involved in such a 


subsidy, those kinds of plans would be absolutely and completely 
unworkable. It would be inequitable, for instance, in Texas, where our 
lamb production is low and wool production high, as compared with 
Idaho, with a high lamb production. It would lead to the elimi- 
nation of all progress in breeding for the development of better wool 
No industry on the public dole on a permanent basis can, in my opinion 
be a strong, vital part of the American economy, 

The Congress has spelled out what it wanted done in the establish- 
ment of a support program as a basic part of the American economy. 
However, it did not spell out so concretely the exact limitation to 
which the executive branch of the Government could go in permitting 
imports into the United States at figures below our cost of production. 

Confusion and damage to American agriculture and its labor has 
resulted from the transfer of power from the Congress to the executive 
branch of our Government on this matter of trade agreements. We 
earnestly request the Congress to again take unto itself the setting of 
limits beyond which the executive branch cannot go in the matter of 
tariffs, and to set those limits on the basis of representation of the 
American people rather than passing permissive legislation which has 
in the past put these matters almost entirely in the hands of the State 
Department people negotiating with foreign governments. 

Believing that we can develop an equitable forcign trade with a 
tariff system that is just, fair, and balanced and with an impartial 
method of approaching the problems involved in equalizing elements 
of foreign and domestic costs which are beyond the control of the 
American producer and worker such as taxes, living standards, low 
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foreign wages, and foreign government subsidies, we feel that S. 1538 
is a sound approach. 

We therefore request this committee to report this bill favorably 
to the Congress for, unless this Congress does take some such action, 
there will be no woolgrowing industry in the United States; and we 
have neither the capital nor the credit rating to borrow on our sick 
industry enough money for us to stay in business while somebody 
studies the problem yet another year. 

The Crarrman. Thank you, Mr. Willoughby. The charts and 
tables that you provided will be inserted in the record in connection 
with your statement. 


(The tables are as follows:) 


World imports of raw wool 


{Actual weight, million pounds] 


Average, 1935-39 Average, 1946-50 1951 Percent of world 


Rank | Amount Rank Amount | Rank | Amount | 1935-39, 1946-50, 1951 

United Kingdom l 629 2 557 2 507 27 21 22 
France 2 403 3 466 3 354 17 17 15 
Germany 3 260) 6 137 7 108 ll 5 5 
Belciun 4 226 t 219 126 10 8 th 
United States 5 225 l 776 l 555 10 29 24 
Japan 6 188 y 28 4 120 ~ 5 
Italy 7 79 5 178 6 119 3 7 5 
U.8.8.R 8 68 s 43 v 42 3 2 2 
Poland 9 46 7 48 8 i 2 2 2 
Total of above 2,12 2, 452 1, 981 91 v1 Sf 

Total, world 2, 322 2, 694 2, 291 100 100 100 


The United States has virtually tripled the share of wool it has imported from 10 percent in 1935-39 to 29 
percent in 1946-50. In 1951 it imported \ of the world’s supply of wool. 


Source: Wool Bureau, Inc., from Government sources, 


Percentage of various grades of dutiable apparel wool imported from various countries 
based upon 12 years (1940 through 1951) 


{Percentage] 


Country of origin Not finer 40s to 44s 44s to 56s iner than Total per- 





than 40s 56s cent 
Argentina 27.0 10.0 28.0 35.0 100 
Uruguay 1.0 3.0 29.0 67.0 100 
New Zealand 3.0 22.0 60.0 15.0 100 
Union of South Africa 5 0 1.5 98.0 100 
Australia 5 5 3.0 06. 0 100 
All other countries 4.0 3.0 46.0 47.0 100 


source 


Materials Survey, 1952, Apparel Wool, USDA, and weekly Review 


of Wool Statistics, USDA 


Dutiable apparel wool imports into the United States for years 1940 through 1951 


Not finer than 40s 
40s to 44s 

44s to 56s 

Finer than 56s 


Total 
Yearly average 


Source 


Grades 


Materials Survey, 1952, 


(12 years) by grade gs 


Number of 
clean pounds 


Percent 
of grades 


244, 843, 400 6.7 
154, 949, 500 4.2 
677, 719, 000 18.5 
2, 587, 578, 100 70.6 
3, 665, 090, 700 100.0 


305, 424, 200 


Apparel Wool, USDA, and Weekly Review of Wool Statistics, USDA, 
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Cost comparisons 
Per head l ted States A ralia 
Hired labor $3. 02 $0. 52 
Shearing ( 12 
Taxes s4 9 
Total cash costs per animal per year, including the 3 items | j 
above 8.4 1.91 
(1) From BAE study of sheep operations in the intermountain region of the 


United States and Australian Commissioner of 


(official figures). 


(2) Other statistics show the cost for shearing sheep per head in Arget 


6 cents, in New Zealand 18 cents 
(American industry most efficient in the world but between 30 and 40 percent 


Agriculture 


tl! 


reports for year 1949 


ais 





of total production cost is labor and it is impossible to compete with low labor 
standards such as these. 
General imports of wool tops into the United States Prine pal countries, 1949- 52 
Index 1949=100 percentage 
increas 
Countries 1949 1950 1951 1952 
1950 1951 1952 
Thou Thou Thou The 
pounds pounds pounds pt ‘ 
Uruguay 276. 1 1, 319. 4 6, 146.7 l 92 +75 2, 22¢ 647 
France 113.7 113.7 1, 654.8 425 ") 155 1, 253 
United Kingdom 263. 9 781.4 361. 0 378 296 137 143 
Belgium-Luxembourg 36.4 11.6 673.4 383 32 1, 850 1,052 
Union of South Africa 57.6 200.9 257 349 446 
Argentina 373. 4 2, 659. 0 3, 945.6 231 712 1, 057 62 
West Germany 14.7 16. 3 62. 4 1, 098 111 424 7, 469 
All other 
Total 1, 932. 1 5, 706. 9 3, 474.7 19, 845 29 697 1, 027 


Source: Wool Bureau, Inc., from Government sources 


Examination shows that wool-top imports were over 10 times the 1949 volume. 
In 1949 wool-top imports was 1.1 percent of domestic production of top. In 1952 
such importation constituted 11.8 percent of domestic production. This, of 
course, displaces domestic wool. 

National Association of Wool Manufacturers state ‘‘ Woolen exports to United 
States have jumped 642 percent from 1948 to 1952, while worsteds in the same 
period have gained 306 percent.” 

1. Imports of woven woolens and worsted fabrics in 1952 
peak of 24 million square yards 

2. Imports of wool tops rose from negligible quantities in 1947 to over 23 million 
pounds in 1952. 

Why our interest in imported wool top, woolen, and worsted fabrics? Because 
the domestic manufacturer is the domestic wool’s only customer and the importa- 
tion of such commodities not only takes away jobs for American workers, but dis- 
places the use of domestic wool. 


reached a 30-year 
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Unite Siates production, mill consumption 
ool, average 1935 
Million f pounds, ck 
Produc 
Ve tion, all 
apparel 
) 207 
4 153 
45 137 
10 120 
; 119 
} 118 
1 
\ G er ent it 
Sheep shorn and wool prod 
} ‘rod ict pia 
y ! Y 
i 
Thousand 
j 49, 28 RX. 29 1948 
17,8 4 1949 
{ { 3 18 1950 
{ Q 30) 1951 
1, 647 280). GON 195% 
rr ) OF 1. 42 
5 e: U.S. Departn t of Agriculture, Bureau of Agric 


This chart shows wool weights based on weight at the time of shearing 
still contains grease, dirt 
Some charts ineluded in this statement use 
grease basis and some use clean basis as terminology change 


is called because it 


weights shrink 50 percent and more. 


grease Dasis 


preparatiol 


Changes tn wool economy, consumption 


1934-38 av 
Consumption, cle 
Population 
Per capita ex 
1946-52 avera 

Cons'1! 


erage 

millions of pounds 
millions 
pounds 


ption 





ytion, clean 
Population 
Per capita consumption 
Change, prewar to postwar 
Consumption percent 
ulatior do 
Per capita 





millions of pounds 
millions 
pounds 


consumption do 


Source: Wool Bureau, Inc., from Government sources 
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SOME AGRICULTURAL COMMODITIES IN SURPLUS WHICH HAVE 
PROTLCTION AGAINST IMPORTS 
Wheat: 

Fit for human consumption: Duty, 21 cents per bushel; 50 percent red 
tion under GATT January 1, 1948 Annual quota, 800,000 bushels on wheat 
and 4 million pounds quota on wheat flour. Duty on wheat flour, 52 cent 
per 100 pounds. Reduced 50 percent under GATTI 

Unfit for human consumption: Duty, 5 percent of value; reduced 50 percent 





under Canadian Trade Agreement January 1, 1939 No quota. 
Domestic production all wheat, 987,474,000 bushels Quota established 


represents less than one-hundreth of 1 percent domestic production. 
Cotton 
One and one-eighth inches or mors in lenet! Du 5 cents per pou 
reduced 50 percent under Peru Trade Agreement Ju 29, 1942 Ant 
quota, 45,656,420 pounds and approximately 91,315 bales 


Under 1% inches in length to three-fourth inches in length: No duty. 
Annual quota, 14,516,882 pounds and proxi 29,034 ba 

Under three-fourth inches in length: Annual quota, 70 million pounds 
Approximately 140,000 bale has never been filled Some 


quotas permitted from time to time. 
Domestic production all cotton, 15,130,000 bales Quota established repre- 
sents less than 1.7 percent of domestic productior 
Tobacco 
Wrapper tobacco and 
or the PI lliippimnes 
Duty 


Unstemmed, $1 per pound 


filler tobacco when m d the product of Cuba 


Stemmed, $1 72 pe r pound 
4) 
l’'rom Cuba 
Unstemmed, $0.91 per pound 


Stemmed, $1.72 per pound 


From Philippines: Free 


Cigarette and filler tobacco: Take duti I nstemmed basis of 14 to 
20 cents per pou d 
Philippine Trade Act of 1946 provides for a duty-free iota per calendar 


ear of 6,500,000 pounds effeetive 1946—54 No imports permitted in exce 
of 6,500,000 poul ds 
Total tobacco production 1951, 2,328,226,000 px 
Corn duty 25 cents (except for Cuba, 10 cen Not disturbed | trade agre 
ments. 
Rice duty, not disturbed by trade agreements 





Paddy, 1% cents per pound l cents per pound milled, 2 eents 
pound 
Cuba under GATT received one-half cent per pound reductior 
1 reaso ble schedule and classification for the 7 ce stande i upor chane ed 
lion fee may he applied based upon the March 15, 1958, parity fo ool, Ls 0? 
basis 
P per } 
Grade ar I ifica n lean G 1 
pound 
64's up 60-62 ( 
Fine, good French combing and Le t 1, avera and good | 
staple $1. 81 mbing 
Fine, average and good French 56-58 I rd vod Fr bir 
combing 1. 74 ind staple 
Fine, short French comt 5 I 
clothing 1. 58 i 
6H0+1)2's 44-5 I t - 
14 blood, good French combing and 10-44 ( 1} j 
staple 1. 66 
Equalization fee assessments would be made against ymparable « 
on foreign wool when the duty-paid, landed cost of the for WOOL IS 33 


price indicated for the competitive grade and class 
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The CuatrMan. Are there any further questions? 

Mr. Wittovuaupy. Mr. Chairman, may I| have just a moment in 
regard to this wool that Commodity Credit has taken over? In my 
original statement to the committee, I emphasized that today the 
Federal Government has become the owner of approximately 125 
million pounds of 1952 clip wool on which they foreclosed under the 
loan-support program at midnight last night. 

We had requested an extension of the expiration date of this loan 
in the hope that through action by this Congress and by the industry 
we could move this wool into market channels without the necessity 
of the Government acquiring another agricultural surplus stockpile. 
We had also hoped that it could be moved at a price more equal to 
the cost of production than was the rate under the loan-support 
program. 

The request for extension of the expiration date of the loan program 
and foreclosure by the Government was formally made last February 2, 
from an industrywide meeting in Denver, Colo. That request was 
rejected. However, we would like to note that the date was extended 
on the corn-loan program recently, and we feel there has been no 
explanation as to why the wool industry could not receive equal 
treatment. 

Inasmuch as the Government now owns this stockpile, we will 
mention publicly for the first time that we have been exploring the 
possibility of the sale of the entire 1952 surplus clip to the Japanese 
Government. 

It is our understanding that the Japanese Embassy here is in com- 
munication with the Foreign Ministry of Japan in Tokyo on this 
matter at the present time. The Department of Agriculture and 
the Commodity Credit Corporation were both informed just prior 
to foreclosure that such negotiation possibilities for the sale of the 
surplus stock had been opened. 

Now that the Government has taken title to this wool, we feel 
that they should make every effort to explore to the fullest the 
possibility of such a sale which could remove a market-depressing 
stockpile from the Government’s hands. 

We feel that every possibility of use of Export-Import Bank credits, 
Mutual Security Administration funds, private credits, or repurchase 
agreements on textiles should be fully utilized. We want to make a 
point right here, that at no time in exploring the possibility of such 
a transaction have we discussed a price below the American parity. 

Now, Mr. Chairman, we no longer have any control over the sale 
of this wool because the Government of the United States holds title 
to it. We therefore request this committee to use all of the facilities 
at your command to follow through the actions of the Department 
of Agriculture and the Commodity Credit Corporation in regard to 
the disposal of this unnecessarily surplus agricultural commodity in 
the United States. 

There are peculiar circumstances which now have the United 
States market depressed below the world market for wool. When 
the world market climbed recently the United States market did not 
respond because of the threat hanging over it from this stockpile 
now in existence. American manufacturers were reluctant to buy 
with the Government foreclosure looming and the possibility of sale 
of this wool at a low price. 
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The desire on the part of some foreign governments to obtain 
American dollars to subsidize exports to the United States rather 
than selling on the world market continued to have its depressing 
effect. On the other hand, England and the soft-curreney countries 
naturally were buying from other soft-currency countries and would 
not buy the American wool because they would have to use dollars 

Japan has been buying wool extensively in Austialia. Under the 
operations of the Mutual Security Administration and the Export 
Import Bank, we feel that it might be possible for Japan to obtain 
dollar credits, if they are needed, in order to buy American wool. 
In additior, we have been told by officials of the Foreign Agricultural 
Service of the Department of Agriculture that military purchases in 
Japan as a result of the former occupation and the Korean war have 
given the Japanese a dollar solvency at the present time which per- 
mits them to purchase in the United States on a better basis than 
most of the soft-currency nations. Added to this is Japan’s desire 
to improve trade relations with the United States. 

It was for this reason that is was decided to explore the possibility 
of Japan purchasing the wool inventories which bad beer forced into 
the loan program. The exploration of the possibility did not begin 
in time to develop the matter into any actual sale or concrete basis 
assuring the success of any proposal, but it is our belief that the 
Japanese Government is interested and that Government representa- 
tives here are in communication with the foreign office in Japan op 
the matter. 

We feel it is the responsibility of the Government to carry through 
on this matter inasmuch as our request for an extension of foreclosure 
time was rejected. 

At the time we requested the extension we had hopes that the new 
administration and the new Congress would take rapid enough action 
on the matter of tariff protection for parity in the market place to 
stabilize the American wool market and permit this wool to move into 
the normal channels of trade through sales to the domestic manu- 
facturers. 

Whenever the Government owns a stockpile such as this, it ob- 
viously becomes a depressing factor until it is disposed of; and wool- 
growers are fearful of dumping actions as have occurred in previous 
programs. Prior support operations on wool from 1933 up to the 
present program put into effect in 1952 have lost the Federal Govern- 
ment $92,100,000. We do not want that to occur again. 

The CHarrMan. All right, Mr. Willoughby, I am sure the com- 
mittee will take note of your additional statements. 

Mr. Witioveusy. I would just like to make this short statement, 
please, that the best stockpile for wool for the defense effort is on the 
sheep’s back; and until this Government not only encourages but 
permits the building of a stockpile in live animals, they will never be 
in a defensible position that we would occupy with a healthy and sound 
woolgrowing economy in the United States. 

You cannot have an equitable and reciprocal trade agreement with 
a country whose standard of living is lower than ours. Thank you 
very much for your patience. 

The Cuarrman. Mr. I. H. Jacob, secretary-treasurer of the Pro- 
ducers Livestock Loan Co., Salt Lake City, Utah. 
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STATEMENT OF I. H. JACOB, SECRETARY-TREASURER, PRODUCERS 
LIVESTOCK LOAN CO., SALT LAKE CITY, UTAH 


Mr. Jacos. My name is I. H. Jacob. I am from Salt Lake City, 
Utah. Iam presenting data furnished by the following livestock loan 
agencies in Oregon, Idaho, Utah, and Colorado: Utah Livestock 
Production Credit Association, Salt Lake City, Utah; Producers 
Livestock Loan Co., Salt Lake City, Utah; Pendleton Production 
Credit Association, Pendleton, Oreg.: Northwest Livestock Produc- 
tion Credit Association, Portland, Oreg.; Colorado Livestock Produc- 
tion Credit Association, Denver, Colo.; Producers Livestock Credit 
Corp., Denver, Colo.; Eastern Idaho Production Credit Association, 
Pocatello, Idaho; Idaho Livestock Production Credit Association, 
Boise, Idaho. 

My personal qualifications are: I have been actively engaged on 
my own in sheep production since 1915, and at present I own an 
interest in 2 sheep ranches, 1 in Utah and 1 in Nevada. In 1924 | 
helped organize the Wasatch Livestock Loan Co.—name later changed 
to Producers Livestock Loan Co.—financed principally by livestock 
growers to discount its loans with the Federal intermediate credit bank, 

was director in this organization until 1930, when I became 
manager. In 1945 I became president and general manager of the 
loan company and occupy that position at the present time. I have 
therefore become very familiar with sheep production operations, not 
only from my own personal outfits but also from operations of units 
which the loan company finances in several western range States. 

A critical situation is developing in the sheep industry. The 
majority of range outfits are unable to balance their budgets under 
present conditions of depressed prices and high fixed costs. From a 
finance standpoint the situation is alarming, and at a recent meeting 
of representatives of the livestock loan agencies it was decided to 
prepare data on straight range operations and present for the con- 
sideration of your committee. Typical straight sheep outfits were 
selected, climinating those handling both sheep and cattle. 

Exhibit A: A summary of sheep operation analysis for the vear 1952 
on 67 typical range outfits in the States of Oregon, Idaho, Utah, and 
Colorado. This exhibit shows that these 67 outfits had an average 
net loss of $2.17 per head. Idaho was the only State whose outfits 
showed a profit, this being a net of $2.17. This was primarily due to 
the fact that the Idaho lambs were marketed early and at prices 
substantially higher than later in the season 

Exhibit B: Shows a summary of expenses for the 67 outfits for the 
vear 1952, giving the percentage breakdown for the different expense 
items. This shows that the average labor costs were 28.72 percent; 
average feed cost, 23.33 percent. High labor costs were due primarily 
to the fact that sheep operators must meet industry and Government 
competition in the labor market. High feed costs were due primarily 
to the fact that feed grains are supported by the Government at rela- 
tively high prices. 

Exhibit C: Shows the income and experses of 5 typical Utah sheep 
ranges for the years 1933 to 1952, inclusive, as taken from the records 


of the Producers Livestock Loan Co. These outfits are average range 
outfits on which we had complete records for the 20-year period. 
These records show that the net income for the 20-year period varied 
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between a profit of $3.01 in 1947 and a loss of $5.31 in 1952. The 
average for the 20 year period shows an average gain cf 1 cent per 
head per year. 

An analysis of the investment in range and equipment for seven 
average Utah range ranches financed by the Producers Livestock 
Loan Co. shows the following: 

Investment per head of sheep: 
Ranch s ; $59. 69 
tanch 2__- ; _ 42.69 
tanch ¢ il 70. 36 
Ranch 4... 54. 09 
tanch ! 53. 23 


oo 


Ranch 6 ve ; 55. 94 
Ranch . 52. 68 
Average investment per head of sheep : 54. 54 
These investment figures are based on average present market 
values. 

These analyses show that over a period of years the sheep industry 
on the average has not been very prosperous. This has resulted in 
the discouragement of a large pumber of operators who have in 
numerous cases replaced sheep with cattle on their range to the extent 
possible. This has resulted in a decrease of sheep population and 
corresponding increase of cattle numbers. 

These exhibits in general show that under the present prices for 
sheep products the average outfit will lose money at an alarming rate, 
which will force liquidation and a further drastic reduction in “shee ‘p 
numbers in this country. 

Costs on western range sheep operations have become fixed at high 
levels. Competition with government and industry for labor has 
affected wage rates and working conditions. Labor, one of the prin- 
cipal items of expense, amounting to an average of about 30 percent 
of the total expense, has increased in the past 20 years approximately 
300 percent. 

Western livestock loan agencies have become alarmed at the eco- 
nomic condition of the sheep industry and its inability, under present 
prices for its products and the apparently fixed operating expenses, to 
balance its budget. We consider that the sheep industry is facing a 
financial crisis at a time when the outlook for industry in general is 
most favorable, with the economy of the country at a high level and 
relatively high wage rates. These conditions exist despite the fact 
that the sheep population of the United States has been steadily de- 
creasing over a number of years. There is only one reason for decrease 
in numbers, as we see it. The industry in general has not been 
profitable. 

Production and equipment costs are much higher, and general 
supply costs are much greater. Fixed costs in range sheep produce - 
tion and decline in lamb and wool prices have placed the wool and 
sheep industry aa a precarious situation. We must determine whether 
the western range-sheep industry is desirable and, if so, develop policies 
which will permit it to continue. 

This industry utilizes resources that would not otherwise be put to 
profitable use: desert winter ranges and spring and summer ranges 
only adapted for sheep. The economy of many areas of the West 
has been developed by and has depended to a large extent upon the 
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range sheep industry. Wool, from the standpoint of national defense, 
if nothing else, is certainly a strategic commodity. 

The wool producer must be able to plan his operations for years 
ahead. He cannot cut down or increase production from year to 
year as a crop farmer can and does. For stability, the sheep industry 
must have a program which guarantees protection from the possibility 
of the dumping of foreign wool on our domestic market, with the 
resultant change in prices. 

There must be a policy decided upon that will make this industry 
reasonably attractive as a private enterprise 5 to 10 years from now 
if we are going to have the level of wool and lamb production that 
we have the resources to produce and that the Nation needs. The 
sheep industry cannot stand many more years like 1952. Cash costs 
in production have risen; and, unless income can be adjusted to meet 
these costs, further liquidation will be mevitable in this industry. 

Over the years the range sheepman has had one adversity after 
another. Costs have gone up; yet he has been continually faced with 
Government actions that have increased the instability of his business. 
Some of these factors have been increase in costs relative to lamb and 
wool, tariff and reciprocal trade agreements, Government program of 
wool purchases in 1950-51, Government assistance in the development 
and production of synthetic fibers 

As a shot in the arm for the industry at the present time, it would 
certainly seem advisable to pass S. 1538, which will stabilize the 
domestic wool prices at parity, a result certainly needed at this time. 

The CaarrmMan. Thank you, Mr. Jacob. The tables which you 
have with your statement will be inserted at this point in the record. 
(The tables are as follows: 
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Exurpsit C 


Income and expenses of 5 typical Utah sheep outfits from the records of Producers 
Livestock Loan Co. for the years 1933 to 1952 inclusive 











Total ex- Net profit or loss 

Year Total Total penses @x- tats 
sheep income clu g in- 
come tax Total Per head 

1063... és 14, 415 $32. 810.00 $30, TOL. Of $2, 109. 00 $0.15 
1934___ : 14, 400 30, 387. 00 48, 639. OK 18, 2 0 1. 27 
1935__. 13, 850 43, 722. 00 47, 508. 00 TRH. 27 
1936__. 15, 897 57, 442. 00 49, 497.00 7, 945. 00 50 
1937... 16, 4 60 7. ) 724.00 IR 0 02 
1938__. rc 16, 382 54. S10. O€ 5, 204. 00 — 394. 00 —, 02 
1939__. 17, 310 72, 95 ”) 72, 268. 00 685. 00 04 
1940... 15, 679 80, 843. 00 65. 763.00 15. O80. 00 ab 
1941__. 16, 055 120, 228. 00 R8, 782. 00 31, 446. 00 1.96 
1942__. 15, 154 135, 301. 00 117, 013. 00 18, 288. 00 1. 21 
1943__ 16, 116 127. 409.00 143, 481. 00 16, 072. 00 1.00 
1944 1 R92 119, 005. 00 140, 579. 00 —21, 574.00 1. 40 
1945__ 15, 220 139, 821. 00 147, 492. 00 7, 671. 00 50 
1946__ 14, 061 149. 484. 00 150, 591. 00 1, 107. 00 08 
1947. . 13, 162 171, 773. CO 132, 201.00 39, 572. 00 3. O1 
1948_. 14, 947 225, 064. 00 198, 331.00 26, 733. 00 1.79 
1949__ 13, 648 159, 335. 00 211, 356. 00 52, 021. 00 3. 81 
WEE Kcottalubenakstene 13, £05 243, 938. 00 203, 915. 00 40.0 3.00 2. 90 
1951_. 14, 402 292, 964. CO 269, 639. 00 3, 325. 00 1. 62 
WE ie kona cntcumauaiedicicna 15, 272 182, 2:0. 00 263, 369. 00 81, 149. 00 —5. 31 
Total . 301, 589 | 2,499, 616.00 | 2, 496, 053. 00 TR ct eo 
Average per head for 20 years ae 8. 29 8. 28 50S tT ccuedusnneh 

Breakdown of income and expense items—® typical Utah range sheep ranches 
| | a i" } e 

Lambs om | Total Labor — - fe an ad Other Total 

1933 10, 043 $22, 767 $32, 810 $5, 619 18 $1, 838 6 $23, 244 $30, 701 
1934 12, 585 17, 802 30, 387 7, 551 l¢ }, 933 14 34, 155 48, 639 
1935 19, 163 | 24, 559 43, 722 10, 096 21 10, 164 21 27, 248 47, 508 
| SS 22, 286 35, 156 57, 442 9, S89 20 5, 103 10 34, 505 49, 497 
1937 _. |} $32,275 27, 832 60, 107 12, 572 21 5, 018 8 42, 134 59, 724 
1938 | 27,182 27, 65 54, 810 12, 782 23 3 973 7 B8, 449 55, 204 
1939 | 42, 203 30, 75 72, 953 12, 360 17 5, 241 7 54, 667 72, 268 
1940 39, 066 $1,777 80, 843 14, 084 21 4, 279 7 47, 400 65, 763 
1941 74, 688 | 120, 228 17, 923 20 6, 222 7 64, 637 88, 782 
1942 85, 068 | 135, 301 21, 630 18 6, 494 6 88, 889 117,013 
SE 77, 272 127, 409 31, 031 22 14, 771 l 97, 679 143, 481 
1944 | 72, 122 119, 00. 35, 767 25 8,4 Y 6, 397 140, 579 
1945 | 92, 262 139, 821 37, 314 2 9, 834 7 100, 344 147, 492 
Pe ihinits emckeimaihed | 99, 963 149, 484 40, 20) 2 , 5 6 100, 818 150, 591 
1947 | 126, 591 171, 773 41, 205 31 l ) 78, 487 132, 201 
nn ee “ 166, 621 225, 064 46, 658 24 14, 79 7 136, 877 198, 331 
1949 . | 109, 424 LOY, 3 46, 290 22 34, 94 17 130, 1 211, 356 
1950_. te 171, 918 243, 938 56, 987 28 19, 864 10 127, 064 203, 915 
1951 : 209, 417 292, 964 64, 950 4 x. 4 14 166, 286 269. 639 
ietite-nnt< _ 117, 234 182, 220 78, 185 30 47, 369 18 137. 815 263, 369 
Total... 1, 607, 383 2, 499, 616 603, O98 | _. 265, 735 1, 627, 220 | 2, 496, 053 





Senator Munpt. You mentioned that over the years the sheepmen 
have had one adversity after another. What is the general compari- 
son of the condition among the sheepmen now as compared to the early 
thirties, when people generally were pretty bad off? 

Mr. Jacos. The early thirties was a tough time. The sheep indus- 
try was bad off. But we were in a depression at that time, the 
country in general, with low prices, a lot of unemployment, dragging 
bottom. There was about only one way things could go, and that was 
up. The sheepmen just held on and came back. 
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Senator Munpr. The difference being that in 1930, of course, the 
things that the sheepmen were buying were also very cheap. Now you 
are caught in a double squeeze. 

Mr. Jacos. Labor was very cheap. Now the costs are extremely 
high. The economy of the country is on a high level. Labor compe- 
tion is such that it has fantastically increased his prices of operation 
You have an industry here that is on the ropes. There is no question 
about it. As I say, we finance a lot of them, and other boys do. But 
the industry is on the ropes during a prosperous time, relatively pros- 
perous, in the country—full employment, high buying power. 

Senator Watkins. I think, Mr. Chairman, it is well stated by 
exhibit C. J was noticing that exhibit, which purports to be an income 
and expense statement of five typical Utah sheep outfits, taken from 
the records of the Producers Livestock Loan Co. These records are 
kept accurately, are they not, Mr. Jacob? 

Mr. Jacos. Very accurately. 

Senator Watkins. You in the loan business have to know just what 
your borrowers are doing and how they are getting along. 

Mr. Jacos. In the early thirties we instituted a program of having 
the borrowers draft on us—-a small draft the size of a check—and 
marking on that draft just what they were for. Monthly we post 
those drafts up to their account, break them down for labor and 
commissaries and everything, so we would have a very definite check 
on expenses. At the time of renewal, a budget is prepared for each 
litem 

Senator Warkins. Taking over the years that Senator Mundt just 
asked you about as compared with the present time, I notice we have 
a very interesting set of figures. In 1933 these ranches showed a net 


gain of 15 cents per head profit. That is right; is it not? 


AT 


\ir. Jacon. Yes; that is right. 
Senator Warkrins. Then in 1934 you lost $1.27 per head. 


In 1935, 27 cents loss. But in 1936, a gain of 50 cents per head. 
In 1937, 2 cents per head gain. 1938, 2 cents loss per head. In 1939, 
4 cents per head gain or profit. In 1940, 96 cents profit. In 1941, 
$1.96 profit. In 1942, $1.21 per head profit. In 1943, $1 per head 
loss. In 1944—that was during the war vears—$1.40 per head loss. 
In 1945, 50 cents per head loss. Jn 1946, 8 cents per head loss. And 
then in 1947, $3.01 per head gain. In 1948, $1.79 per head gain. In 
1949, $3.81 per head loss. And 1950, $2.90 per head gain. In 1951, 
$1.62 per head gain. And 1952, $5.31 per head loss. 


That is why you say they are on the ropes in 1952. Over all those 
years, an average gain per head income of 1 cent; and the investment, 
as I remember, was way up at about $50 per head. 

In connection with that showing of these five typical sheep outfits, 
would you say they are typical of the industry in amount lost? 

Mr. Jacos. Yes, | would say so. They are average outfits that 
were handling sheep entirely—it is not mixed up with cattle—and 
which we had records for, for the last 20 years. I might say we have 
outfits that have been borrowing from our loan company now since 
it was started in 1924, some of the same original outfits. 

Senator Warxkins. Can any industry like the sheep industry succeed 
and keep in business on an average for 20 years of 1 cent a head gain? 

Mr. Jacon. Of course the operator has had his living out of it. 
We charge family expenses as a labor item; but sometimes the living 
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has been pretty slim. He has had to tighten up his belt and get 
along on a few dollars. 

Senator Warxkrns. Not only have they a living, but they also all 
work at it, do they not? 

Mr. Jacos. That is right. 

Senator Warkrins. With the scarcity of sheepherders, which I take 
it for granted still exists, it would be difficult for any sheep outfit to 
operate unless the family did get in and do most of the work, or a 
good part of it. 

Mr. Jacon. It is difficult to get the right type of sheepherders out 


there. I mean with the competition of industry, they can live in 


town or around town and get more money than they can herding 
shec Pp. When vou herd sheep you have to herd them trom daylight 
to dark. The 40-hour a week deal in town appeals to them. 

The CHarrMan. Thenk you, Mr. Jacob. The next witness is 
James H. Lemmon of Lemmon, 8S. Dak., president of the National 


Wool Marketing Corp. 


STATEMENT OF JAMES H. LEMMON, PRESIDENT, NATIONAL 
WOOL MARKETING CORP., LEMMON, S. DAK. 


Mr. Lemmon. Mr. Chairman, I appreciate the opportunity mak 
this brief statement 

The CHarRMAN. What is the population of Lemmon? 

M LaemMon. About 3.000. Ny tatement will bi very brief, Mr 
Chairman | know the time is getting short | first wish to say 


AT tx 11 


that I endorse the statements that were mace by Vir. Withoughby ‘and 
Ni da »b’s 


these figures 


I want that to show in the record, if you will. I concur i 
statement, except of course that I could hardly digest al 


> . 1 } . 1 
so rapidly. But in principle I endorse the fact that the sheepmen or 


the livestock men are in a problem that he has demonstrated very 


well with the figures he has given you 

‘The Cx \.IRMAN The tabies ol Nii Jacob will be printed in the 
record so we will have more time to digest them, which obviously is 
impossible to do as we 20 alo Wi just do not ha ( the time to do 
it, for one thing; aad furthermore, as you say, they have to be digested 


Mr. Lemmon. It is not necessary for me to take a great deal of 
time, because it is practically a reiteration of the things that have 
taken place already here this morning. So I will proceed now, because 
I see it is late. 

My name is James H. Lemmon. My home is at Lemmon, 8. Dak. 
My principal business is producing sheep, lambs, and wool. I have 
owned and run sheep in the locality where I now live since 1913, or 
over 40 years, and have run livestock since a boy. 

I am testifying also in my official capacity as president of the 
National Wool Marketing Corp. of Boston, Mass., of which I have 
been president for the past 12 years. The National Wool Marketing 
Corp. is a grower-owned, national wool sales cooperative and is owned 
by 22 grower-owned State wool marketing associations, who have a 
membership of from 75,000 to 80,000 wool producers and the number 
of members is increasing as the flocks of sheep become smaller and 
are owned by more sheep producers. 

As president and chairman of the board of directors, I am charged 
with the responsibility for making sure that the policies laid down by 
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the directors are carried out by the administrative officers. I do not 
function as an active officer in directing the administrative responsi- 
bilities of the National Wool Marketing Corp. I am not a technically 
trained woolman, but simply a wool producer and hold this position 
by virtue of the fact that I am active in the field of producing sheep, 
lambs, and wool. 

The experience gained from selling my personal wool these past 
40 years and the knowledge which I have absorbed while working 
with wool organizations suc ch as the National Wool Marketing Corp. 
over this long period of time, has led me to be almost certain that 
there is something drastically wrong with our wool marketing pro- 
gram. ‘This is proven by the fact that the Commodity Credit Corp., 
which has now bought our wool under the wool-support program, 
would not be the owner of approximately 50 percent of the domestic 
production of the year 1952 with foreign wool still selling below the 
support pr ice, if full tariff protection was being received. 

The price support, or loan program, is 90 percent of parity which, 
for the entire United States, averages 53.1 cents per pound, parity 

value being 59 cents. Our produc tion of apparel wool in 1952 was 
about 150 million pounds—I understand a little less than that—and 
our consumption approximately 700 million pounds, leaving for im- 
port need 450 million pounds. More than this was imported, with the 
figure being over 500 million pounds, which is shown by the surplus 
we have on hand. This combined with the holdover from the 1951 
clip forced the American wool into the loan-support program. The 
consumption was even greater in the years 1950 and 1951. 

Market information as to value of wool in exporting countries 
furnishes almost positive proof that these exporting countries are 
manipulating the market for wool so as to hold our market by selling 
their wool below parity. Whether this is due to a lower standard of 
living in those countries, which makes it possible for them to produce 
cheaper in these exporting countries; or manipulation by subsidies, 
exchange manipulation or other methods, is something we should 
find out and I wish to ask the help of this committee and suggest 
that it make an investigation of this subject so as to get a true picture 
of the causes. 

I am not sufficiently technically trained to follow through on indi- 
vidual transactions, but assume your committee has the power and 

can employ the personnel to investigate this. We know that South 
America, Argentina, and Uruguay have been manipulating by subsidy 
or currency discount to get our dollars and take our market away from 
the domestic producer and incidentally, while so doing they have put 
thousands of laborers out of work in the textile centers because of the 
shipping of subsidized tops to this country which eliminates the need 
for labor in processing wool to the point where it is made into tops. 

On this point I am going to quote an excerpt from a letter that I 
received from the general manager of the National Wool Marketing 
Corp., which bears on this point: 

A recent issue of a leading economic journal in London made the statement that 
European textile manufacturers have to export their product for dollars or die. 
In carrying out this necessary process the leading wool textile manufacturing 
nations of Europe, including Germany, France, Austria, Italy, Holland, and even 
Denmark and Norway, have granted their wool textile manufacturers special 
export subsidies where these exports are dest:ned for the dollar countries, whicn 
in simple terms is the United States. 


mane 


ae 


FOREIGN TRADE IN AGRICULTURAL PRODUCTS 503 


This is simply another statement that bears on the fact that we are 
competing with nations in the production of wool, rather than with 
the individual wool producer and it is utterly impossible for us to 
produce at figures established by other nations that have for a motive 
the obtaining of dollar exchange. It just cannot be done. 

[ feel that while these investigations are going on an immediate 
correction of this situation’ would be to pass the parity protection 
amendment, Senate bill S. 1538, which in effect protects the price to 
be paid for wool against imports at less than the parity price and there 
would be no reason why each year’s clip of wool would not be disposed 
of during the marketing season for that clip and there would be no 
carryover of domestic wool to depress the market. 

That is the thing that President Willoughby was arguing for, and 
I am in full concurrence with him if that could be brought about. It 
is an absolutely mathematical impossibility for the sheep producers 
or any other kind of agricultural producer to buy their needs at 
parity or above parity, when margins are so close and sell their produet 


at below parity. They just must go broke. It may break them 
quickly, or it may take some time; but is is an impossibility to act in 
the two markets and survive. There is no chance. 


If this amendment is passed, care should be taken to be sure that 
the present tariff has been efficiently enforced. Tariff is collected 
on the clean content of the wool, the duty being 25% cents per clean 
pound. The amount of shrinkage to establish the clean content of 
a pound of wool is by an estimate made by experts on wool shrinkages, 
but I think it can be almost conclusively proven, upon your investiga- 
tion, that as a whole the shrinkage estimate used for the collection of 
duties has been considerably higher than the actual shrinkage. This 
automatically reduces the duty paid on the wool, which is then sold 
in competition with our domestic wool at a reduced price and the 
Government is cheated out of a large amount of revenue, because of 
the excessive estimate on shrinkage. 

The CHarrMAN. You believe the Customs then is allowing excess 
shrinkage? 

Mr. Lemmon. It has been a continuous argument in our organization 
between me and our sales department for many, many years, that I 
think our shrinkers—who are experts and are wool trained—over- 
estimate the shrinkage consistently. I think those men do that. 

The CuHarrMan. Are they employees of the Customs Bureau? 

Mr. Lemmon. Yes; I think so. 

The CuarrMan. The reason I asked that is because we have had 
matters brought to our attention where other farm commodities have 
been imported under very liberal terms set forth by the Customs 
Bureau. 

Mr. Lemmon. Answering that, Senator, I will say this, that I alone 
in my personal wools—let us get back to home base where I understand 
it—know that where I insist on the core test, my shrinkages were 
lower with the core tests than the experts. 

The CHarrMan. It may be interesting to find out whether these 
generous allowances to importers are given because the Customs 
Service may have been directed to that end. 

Senator Munpr. That sounds very similar to Canadian oats, you 
remember. 
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The CuarrmMan. I was thinking of the wheat imported for feeding 


purposes The ( ‘ustoms Serv ice made it possible for Immense quanti- 


ties of wheat to come in ostensibly for feeding purposes. Actually it 
was used for milling purposes 

Mr. Lemmon. We have had grave suspicion that that has been 
happening with this carpet wool, on which we do not ask for protec- 
tion. But we have at times thought that that happened in carpet 
wools also. 

The CuarrMAN. We also had instances of powdered milk. Pow- 
dered whole milk is restricted from importation. The importation of 
powdered buttermilk is not restricted. However, it appears that 
where powde red whole milk had a very small quantity of powdered 
buttermilk in it, it has been admitted, probably in violation of the 
intent of the law. 

Mr. Lemmon. We have anticipated that. We have no way of 
proving it, but we believe it. 

The CuarrMan. It has been used almost for the same purposes that 
whole milk would have been used for had its entry been permitted. 

Mir. LeMMON When speaking of revenue, I cannot resist mention- 
in the fact that $284,882,000 of the funds contributed to section 32 of 
the Agricultural Adjustment Act during the last 10 years was supplied 
from wool duties Attached to my statement are the figures of total 
duties collected on imports, the duties collected on wool imports, and 
the percentage of wool duties are to total import duties, plus the 
amount of dollars supplied to the section 32 funds in all the years 
from 1943 to 1952. 

Senator Munptr. What percentage is that? 

Mr. Lemmon. I do not have the percentage. I donot know if that 
is on this sheet yes, here it is; 21 total; I did not know that that was 
here. It runs down 33.3, 29.6, and the different ratios. 

The section 32 reserve fund is kept at a minimum of $300 million 
and no part of this fund has ever been used, to my knowledge. for 
promoting research, or any other endeavor, in connection with wool, 
but large sums of it have been used for the benefit of other products 
such as cotton, dairy, honey, walnut and other perishable products for 


price supports; also research on other commodities and school lunches, 


Che menace and Coneress, | believe, have adopted a police toa 
because of the strategic importance of wool vhich you already men- 
tioned, Senator A:ken—in our economy, and the militar , encourage- 
ment should be given to wool producers to increase production until 


the total production of domestic wool reaches 360 million pounds. 


We are still over 100 million pounds short of that goal 

This all leads to one thing and that is that the shee] -producing 
industry cannot prosper and the sheepmen must go broke with their 
now fixed high operating expenses if something is not done to insure 
permanence. 

For you gentlemen, in the last month or so I have been making a 
rather intensive study of the costs of operation from a little different 
angle from that which Mr. Jacob took, and it proves conclusively to 
me that our big problem, our really major problem, is our fixed costs. 

I was astounded when | started listing these items. I think I took 
3 items of expense on cattle, and about the same on sheep; and | 


could only find 2 in which good management could bring down those 


costs 
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fe | > . 
Of course labor was the major portion of the cost in there: Dut we 


have very little control ov r the labor Che labo S natter ol - 
peting for union labor. I think Mr. Willoughby will tell vou he can- 
not get his wages down | do not know that I want to get mink 

Sut Tsay this. The big problem I wish the public would concentrate 
their mind is on high expenses, and, of course, price; and what else is 
secondary. But the real major problem is high fixed expenses ove! 


which we have no control, and in which | see very little 
reduction. 

Cattlemen are really, in my opinion on that particular phase, in a 
more serious situation than the sheep operator. 

The CuHarrMan. Of course, as production decreases, the cost per 
unit increases because you cannot vary those fixed costs. Is that 
true? 

Mr. Lemmon. That is true; although I worked mine out pretty 
much, Senator, in my thinkmg on a unit base. I did not do mine 
like Mr. Jacob did. I took mine on a per head basis and | tried to 
justify what it looked to me would be an economic unit and saying we 
could not stay unless we had an economic unit—a different angle. 

it still has just floored me. ! told vou about it, Senator Mund 
when I was here before It just floored me. I could not believe it 
when I got inot these figures. It was not for testimony; it was for my 
own benefit that | was digging 

The CHairnMan. Your table relating to import duties and section 32 
funds for imports will be inserted in the record. 

(The table follows: 


, 


Senator Mi NDT We are confronted with a situation where MatiONS 


are fighting individuals in this country for the market. It is axiomatic 
that the only protection we have against that ind Of competition 1S 
for this Nation as a whole to move against that competition. No 
individual sheepherder, no matter how large, can compete with the 


) 
Government of Uruguay, no matter how small a country it is. He is 
hooked when he starts. 
: , 
Senator Warkins. In your statement you state 
If this amendment is passed, care should be taken to ure at the provisions 


are efficiently ¢ nforeed. 
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You have in mind also in connection with that statement the 
present law which requires, where there have been currency manipu- 
lations and that sort of thing, that importers in other countries where 
that sort of thing has taken place not be given an advantage over our 
own producers? The provision in the law now has not been enforced? 

Mr. Lemmon. I do not have any specific thing. I have this in 
mind—I was thinking back to the tariff, frankly—I am seriously of 
the opinion that inefficiency has existed in the enforcement of the law 
as written by the Congress. If this is written, I think very definite 
care should be taken to have able people administering it, checking 
into all the operations under this protection amendment, and seeing 
that they are enforced—not any specific thing; no. 

Senator Warkins. I thought you might have in mind the fact that 
there is a provision in the statute now to the effect where governments 
manipulate their currency to give a bounty or an advantage to their 
people under the reciprocal trade program, the Secretary of the 
Treasury of the United States is supposed to impose countervailing 
duties. 

Mr. Lemmon. I did not have that in mind, but we have been very 
much displeased to think the Secretary of the Treasury has not acted 
up to now. 

Senator Warkins. I might say that not very long ago the western 
Senators met with the Secretary of the Treasury and also the Secretary 
of Agriculture on this very point, and it was called to the attention of 
the Secretary of the Treasury specifically that he had some duty 
there. 

Mr. Lemmon. He still did not do anything about it. 

Senator Warkins. I understand he has it under study now. We 
do have some remedies now. If we pass this measure and they do 
not enforce it, it does not mean anything. We thought probably 
we had given some protection in the act that provided that the Secre- 
tary of the Treasury had some duties to perform under circumstances 
that now existed with respect to these other countries. If they are 
not going to enforce it, it does not mean anything. 

Have any of your organi ations put any pressure on the Secretary 
of the Treasury to see that he gets busy? 

Mr. Lemmon. We have continuously, and I think that the National 
Wool Growers Association, too, all the time, have been doing it. We 
have all been doing it. 

Senator Warkins. I would be interested to know why something 
has not been done about it. I think probably we have a means of 
finding out, but it is one of the things we now have some protection 
on, or at least we thought we had provided some. If we are not 
getting it, 1 do not think we are going to help ourselves by passing ¢ 
new law with the expectation we are going to get better enforcement 
of it than the one we have had. 

I am for this new law. I joined Senator Mundt in sponsoring it. 
But I feel considerably disturbed over the fact that the present laws 
we now have are not enforced. 

Senator Munprt. There is one thing that would help in connection 
with this new law. If we also strengthen section 22 the way Secretary 
Benson has recommended, we would then have a sort of patrolman 
who can step into an emergency and move fast and who represents 
the agricultural interests per se. 
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I notice one of their earlier witnesses said he thought there was no 
conflict between section 22 and our new bill. I think that is an under- 
statement. Not only is there no conflict, but one complements the 
other, and it puts the Secretary of Agriculture in there as a policeman 
to move in at once while the Tariff Commission is arriving at its con- 
clusions, because it takes it some time to operate. And on wool it 
does not disclose its conclusions because it says it is against the na- 
tional interests to tell us what it finds out, so it does not help much. 

Senator Watkins. May I point out, for instance, in connection 
with the import from Argentina and Uruguay of wool, that I think 
the Secretary of the Treasury could help that immediately. 

Senator Munpr. He has his legal counsel and his statisticians 
working on the program now. How long it takes him to arrive at a 
conclusion, I do not know. But at least he has been activated to the 
point where he is making a very current study of it. 

The CuarrMan. Mr. Willoughby suggests that Mr. Jones can 
probably clear up the matter that you are talking about, or at least 
one phase of it, if he could have about a minute. Mr. Jones. 


STATEMENT OF J. M. JONES, EXECUTIVE SECRETARY, NATIONAL 
WOOL GROWERS ASSOCIATION, SALT LAKE CITY, UTAH—Re- 
sumed 


Mr. Jones. Thank you, Mr. Chairman. The only remark I have 
to make in connection with your statement, Senator Watkins, is this, 
that under Senator Mundt’s bill and your bill, S. 1538, it becomes 
mandatory upon the Secretary of the Treasury to assess the duty 
if it is necessary. 

Under the countervailing duty it gives the Secretary of the Treasury 
some discretion in that he can define what constitutes a grant and a 
bounty. Under S. 1538 it is impossible because he is given no leeway 
in defining what he may think the definition of a certain word or 
term might be. 

Senator Warkins. I am glad to get that explanation. I do not 
think we should have to wait any length of time to determine whether 
they are going to take any action or not going to take any. It has 
been nearly 2 months since we have talked to the Secretary about it. 

The CHarrMan. We still have two witnesses that we will hear unless 
we are sent for by the Sergeant at Arms. The next witness is Brett 
Gray, secretary of the Colorado Wool Growers Association, Denver, 
Colo. Mr. Gray. 


STATEMENT OF BRETT GRAY, SECRETARY, COLORADO WOOL 
GROWERS ASSOCIATION, DENVER, COLO. 


Mr. Gray. First, may I express my most sincere thanks for the 
opportunity of appearing before this committee and presenting this 
statement. The members of our industry in Colorado are watching 
and waiting for action from this Congress which will point the way 
for their future action—or perhaps it would be better to say for their 
future itself. 

I have lived all my life in the sheep business; for years helping 
my father operate a ranch in Colorado plus something over 3 years 
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in my present position. This combination of experience, I believe, 
gives me the right to speak for the Colorado sheepman with some 
authority 

The Colorado Wool Growers Association members run some 75 
percent of the sheep in the State. During 7 weeks in February and 
March of this year | attended 17 meetings with wool producers in 
Colorado and talked with more than 1,200 of the people interested 
in our business. S. 1538, the parity protection amendment under 
discussion here, was detailed at each of these meetings; and without 
fail every one of these local wool-grower associations went on record 
favoring its immediate enactment into law. It has become increas- 
ingly obvious that existing laws are not adequate to the present 
situation 

If our business is to continue to produce even a bare minimum supply 
of this most vital defense commodity, we must have protection from 
a “peon”’ standard of living. We must be protected from wools that 
are dumped on our market through foreign subsidy 

That this maintenance of a domestic supply of wool has been the 
policy of the Congress in the past ts evidenced by the Agricultural 
Act of 1949 which set up a goal of 360 million pounds of shorn wool 
per Vear. 

Further, | am in receipt of a letter dated \pril 8, 1953, and signed 
by the Secretary of Agriculture, Ezra Benson. I had written Mr. 
Benson asking him a question, and I quote the question and his full 
answer: 

What about the subsidized import of foreign wools? Are we to be asked to 
‘ontinue competition with the ‘“‘peon”’ standard of living? 

The answer to this question is that we should not permit imported wools to 
indermine the effectiveness of our farm programs. Certainly with respect to the 
1953 crop wool clip we should not permit a repetition of what has happened with 
respect to the 1952 wool clip where one-half of our 1952 production is being with- 
held from consumption under CCC loans while foreign wools come in to supply 
our consumer markets \s a general principle where we have support programs 
we ould not permit foreign imports to come in at prices inconsistent with 

acemal a 


ipport-price levels. 


Further strength has been lent to this important piece of legislation 


by the fact that four of the members of this committee cosponsored 
the bill. I am most happy that Senator Johnson from Colorado was 
also a cosponsor. I may say without hesitation that among the Colo- 


rado people with whom I have discussed this bill, one of the strongest 
points in its favor was the fact that it is a sound, flexible program 
that embraces a large segment of our agricultural economy. Colorado 
she pmen are not interested in special legislation for their benefit or 
for the benefit of any other individual group. 

A factor which is often overlooked, but which I feel extremely 
important in any discussion which concerns wool, is the country that 
produces this wool. A large percent of the domestic wool clip comes 
from the territory States and much of it is raised on land that is 
otherwise valueless. I point this out because it would be impossible 
to convert many of these acres of land to other production. Elimina- 
tion of the domestic sheep industry —and what is the only alternative 
to a profitable business—will have a snowballing effect on economic 
loss to the Western States and ultimately to the United States itself. 

Although I| realize we are faced with a very vocal group suggesting 
that the sheep industry accept subsidy rather than an honest forthright 
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tariff policy, I must insist that the subsidy route will not work. Thé 
sheep business is today, and always has been, too risky a business to 
be supported by mathematical formulas developed by a group of men 
who are not intimately acquainted with the business. Subsidies will 
only prolong our agonies. They certainly will never serve to increas 
production of wool in this country 


If I can accomplish nothing more before this committee it would be 
my wish to convince you ventlemen that the she nan is sincere in 
asking only for an honest break. We want, and are entitled to, the 
same standard of living that other segments of the domestic economy 
now have. ‘To the Colorado people this piece of legislation appears 


to fill the bill more adequately than anything we have been shown in 


vears 

Undoubtedly of greater importance than the financial health of the 
peop'e in the wool-production game is the fact that this lecislation can 
guarantee the United States an adequate em creri¢ Ool s ipply 
The millions of dollars of svuthetic fiber advertising and tax amortiza- 
tion cannot | eep a soldier warm wool can 

The CratrMan. Thank vou, Mr. Gray We will now hear from 
Mia Harold Bishop of Boston. \iass who Is representing the Be ton 
W ool Trade Associatt ft. \\ e are very clad oO have you here and 


vour viewpoint on this matter, which is of great importance to all of 


STATEMENT OF HAROLD A. BISHOP, BOSTON WOOL TRADE 
ASSOCIATION, BOSTON, MASS., AND MALCOLM LONGSHORE, 
PRESIDENT, PHILADELPHIA WOOL AND TEXTILE ASSOCIATION, 
PHILADELPHIA, PA. 


Mr BISHOP. My name 1s Harold A Bishe » and on my right is 
Mr. Maleolm Longshore, the president of the P] iladelphia Wool and 


Textile Association. [ama partner in the firm of Joseph H. Wheelock 
& Co., with offices at 274 Summer Street, Bostoa, Mass. [am a past 
president of Boston Wool Trade Association and I am here tod as 


‘ ry ! 4 4 . } } } i % j 
the representative Of that association and the Philade pHa Wool 
and ‘Textile Association 

The members ol these associations band 


wool that is consumed in t! Un d States Our inau s centered 


in Boston but extends throughout New England and parts of the 


Middle Atlantic States, especially } hiladelp| ia Mur function is to 
procure wool from growers here and abroad; finat it and transport 
it to a focal point, usuaily Boston; and prepare it for sale to wool 
manufacturers. We have for scores of years been an integral part of 
the wool industt 

The wool trade is whol heart lly in favor of maintainime in this 
country a strong and prosperous Wo l-grown industry Wes p rt 
the wool growers 1n all their reasonable efforts to this end. We differ 
with them when in our considered judgment their proposals would 
in the long run, be harmful or disastrous to the entire wool industry 
including the growers themselves. In this perspective, we wish to 


make the following pomts in connection with this committee’s inves- 
tigation into the question of wool imports: 

1. We favor imposition of countervailing duties against wool-top 
imports from any country which, by using multiple rates of exchange, 
subsidizes its exporters and thereby subverts the United States tariff, 
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2. We are unalterably opposed to the imposition of fees or quotas 
against all wool imports into this country. No quicker or easier way 
could be found to exterminate the wool- -growing industry in the 
United States. 

We oppose, as being completely unworkable and unnecessary, 
any parity-tariff scheme on wool. 

Countervailing duties: In recent years certain South American 
countries have every effectively subverted the United States tariff on 
wool by extending to their exporters of wool top, a semimanufacture 
of wool, an indirect bounty in the form of a favorable rate of currency 
exchange. What these countries do is very simple: They give sub- 
stantially more pesos per dollar to the man who exports wool top to 
the United States than they do to the man who exports raw wool. 

Thus the American who needs wool top can get South American 
top almost as cheaply, if not‘as cheaply, as the raw wool itself. But, 
if he buys United States produced top, he must pay for the wool and 
also for the cost of processing it into top. So he buys the cheaper 
South American top, and the United States producer is left holding 
the bag. The tariff protection which Congress has decreed the 
domestic producer shall have has been largely nullified. 

Such has been the effect of these multiple exchange rates that, 
from Uruguay for example, the imports of subsidized top have 
increased to the point where they displace over 16 percent of our 
domestic top production, or the equivalent of, say, 75 to 80 million 
pounds of domestic greasy wool. 

Many years ago Congress recognized that foreign countries could 
subvert our tariff by devices such as these, and it enacted section 303 
of the Tariff Act to deal with this situation. Section 303 requires 
that, when a foreign exporter of a dutiable commodity receives from 
his government a direct or indirect bounty, the Secretary of the 
Treasury shall, when this commodity arrives in the United States, 
impose against it an extra—countervailing—duty equal to the 
amount of the bounty the foreign exporter has received. 

The wool trade, the growers, and the manufacturers have all urged 
our Treasury Department to carry out the mandate of this statute, 

far without avail. We are hopeful that favorable action may be 
forthcoming from the Treasury. But in the interim, and without 
conceding that the law as it stands today is ambiguous, we would 
support any bill such as Senator Mundt’s S. 888 which might expedite 
action to remedy this unfair competition from abroad. 

Import fees: Any fee on imported wool would be damaging unless 
its full equivalent were imposed on imported manuf: vetured or semi- 
manufactured wool. Otherwise foreign countries would flood the 
United States with cloth for our citizens, and domestic-grown wool 
would have no market other than military requirements. Thus our 
entire domestic industry would be out of business. 

Senator Warxkins. What you are asking there is simply, if there 
is any protection given to any growers, you want the same protection. 

Mr. Bisnor. We suggest that it likewise be applied on all semi- 
manufactured and manufactured wool products. 

Senator Warxins. Would you join with the growers in asking pro- 
tection, then, for your industry at the same time? Or are you going 
to oppose them now? 
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Mr. Bisnop. Perhaps if I have not covered it in my further explana- 
tion, Senator—— 

Senator Warkins. I am very curious to get your reasoning. I can 
see it is possible that the country might be flooded with cheap manu- 
factured woolen goods. You might need protection if the growers get 
it at the same time. Then I am interested to know if you want to go 
along for both. 

Mr. Bisxop. I will be glad to further answer your question if we 
have not covered this. 

The translation of wool fees into finished manufactured articles is 
most difficult, if not impossible. We advise the abandonment of any 
plan for imposition of import fees on wool, as it is too hazardous for 
the woolgrowing industry. 

Import quotas: The marketing of wool is highly complex. There 
are over 4,000 types. The manufacturers of cloth select the wools to 
produce the article in demand. The tastes of the United States 
public for style are capricious and cannot be controlled on the bais 
of past performance. Presumably the execution of an import-quota 
program would entail the collective work of statisticians and econo- 
mists to lay out in advance the estimated demands of the public for 
the various qualities and amounts of clothing and the issuance of 
licenses for the import of the right quantity of the right quality from 
the right country through the right importer. 

These questions are now answered by the collective enterprise of 
free merchants in the open competitive market place. The industry 
would be forced to depend upon the judgment of men at a central 
desk controlled by rules and regulations required by Government 
procedure. The inflexibility would prevent successful administration. 

Gentlemen, the United States has for some years, in times of high 
wool prices and low, imported about two-thirds of its wool require- 
ments. If we were clairvoyant, as we are not, and if we knew the ideal 
solution to increasing domestic wool production, it would probably 

take at the least a decade or more to increase our flocks to the point 
where all our domestic wool needs could be met. 

We do know this much, however: Domestic wool production does 
not respond to high wool prices. We have attached a chart which 
shows that in the past 25 years the relation between wool prices and 
domestic production is, if anything, inverse. When prices go up, 
production tends to go down. ‘The price of lamb is far more signifi- 
cant as a stimulant or depressant of wool production than is the price 
of wool. 

The CHarrRMAN. You could almost reverse that statement and say, 
as production goes down, prices tend to go up. 

Mr. Brsnop. The chart speaks for itself, Senator. 

The CHarrMan. It depends on where you sit reading the chart; 
does it not? 

Mr. Bisnop. Yes, indeed. Probably the most significant effect 
of the imposition of import fees or quotas on wool, in addition to the 
present tariff, would be that it would increase the already alarmingly 
great use of synthetics. Common observation demonstrates that 
the names of these so-called wool substitutes are, through powerful 
advertising, almost household words. I daresay everyone in this 
room knows the names of these synthetic fibers that are being highly 
publicized. 
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The plants which produce synthetic fibers are already working at 
capacity Many of these plants are planning to double or even 
quadruple their output. By contrast, wool consumption has fallen 
drastically in the past few vears from 624 million clean pounds in 
1946 to only 360 million clean pounds in 1952. 

We believe that, as a fiber for human apparel, wool has advantages 
over any and all of the synthetics. But it cannot be overlooked that 
the synthetic-fiber manufacturers possess many competitive advan- 
tages over wool: As their production increases, their costs decrease. 
Their production can be speeded or slowed in keeping with demand 
They have millions of dollars to spend on consumer advertising to 
popularize their product. 

The wool trade has faith in the product which has provided us and 
our predecessors for generations with a livelihood. We believe that 
at a reasonable price wool can hold its own against synthetics. But 
to burden wool with artificial impediments is to deprive it of a fair 
chance of survival. 

We have shown that high wool prices have not, historically, increased 
domestic wool production. We might state at this point also that the 
quantity of wool imports historically has had little or no effect on 
domestic wool production. But the question remains: Why are do- 
mestic wool prices today no higher than they are? The principal 
answer is S\ nthetic fiber competition. And, if wool prices are to be 
artificially stimulated by devices such as import fees or quotas, then 
wool will not be competitive with synthetics, and the wool market 
will slip right out from under the feet of the American grower. This 
is a very real threat. 

Congressional policy, as expressed in the Agricultural Act of 1949, 
is to aspire to a domestic wool production of 360 million pounds of 
greasy shorn wool. This goal can only be reached by the return of 
conditions which provide the incentives for larger investments in the 
live animal and, above and beyond are other considerations, the main- 
tenance of strong and stable market outlets for the sheepman’s 
products. The imposition of import fees and quotas on wool will not, 
in our opinion, tend to bring about such conditions. 

We ask this committee not to lend its support to any shortsighted 
proposals which would deprive the wool industry of this country of a 
fair opportunity to retain the market we now have or of the hope of 
regaining the markets we once had. 

While we are here today for the sole purpose of expressing our 
opposition to additional restraints on the importation of wool, we 
wish to commend for your serious consideration the conclusion reached 
by the President’s Advisory Board for Mutual Security in. its recent 
epochal report to President Eisenhower on American trade policy. 
This Board, as you know, was composed of 12 leading citizens from all 
walks of life, including the heads of the three great national farm 
organizations. The Board concluded with respect to wool: 

The domestic consumer is entitled to buy woolen goods in preference to 
synthetics without being penalized for his choice. The domestic woolen manu- 
facturer is entitled to an opportunity to compete on a fair basis with synthetic 
fabrics. If the consumption and production of woolen goods are not to be 


penalized, it is necessary to allow raw wool to be imported without a tariff or with 
a@ considerably reduced tariff. 
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Parity-tariff schemes: Our reasons, as stated above, for opposing 
import fees or quotas apply equally to the various parity-tariff schemes 
which have been suggested. We oppose the parity tariff additionally 
because it is unworkable in that the complexity of types of wool 
available for import would lead to hopeless administrative confusion 
with respect to the classification of whatever quantity of wool 
required to be imported to meet our consumption demands. 

The CuarrMan. The chart which you have with your statement will 
be inserted in the record at this point. 

(The chart is as follows: 
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The CuarrmMan. Can you tell us how the production of synthetic 
fibers compares today with the production 3 years ago? I was just 
wondering what inroad synthetic fibers might have been making the 
last 2 years. 

Mr. Bisnop. Perhaps this will be of help. A statement published 
by the Textile, Economics Bureau, Inc., in the March issue of Textile 
Organon shows the United States mill consumption of textile fibers. 
It starts in 1920, and every 5 years to 1940, then 1942, 1945, 1946, 
1947, 1948, 1949, 1950, 1951, and 1952. 

In the year 1935 there was nothing consumed of other than rayon 
and acetate of the man-made fibers. In 1950 the consumption was 
141 million pounds. In 1951 it was 205 million pounds. In 1952 it 
was 260 million pounds. 

The CHatrMan. How does the price of wool compare today with 
the price of wool in 1950 and 1951? 

Mr. BisHop. We were on the threshold of Korea in 1950; I believe 
that was the date. The price of wool today is slightly below that. 
We had a phenomenal rise from 1950 into 1951. It has been declining 
since 195i, and today is slightly below Korea. 

The Cuarrman. Can you tell us, Mr. Reed, what has been happep- 
ing to the price of wool through 1950, 1951, and 1952? 

M1. Rerp. Yes, sir. 

The CHarrMan. The pre-Korean 1950 price was $1.76 a pound, 
clean wool. The next year it is $3.80. 

Mr. Bisuop. That would be 1951? 

The Cuarrman. March 1951, $3.86 a pound; in April 1952, $1.575 
a pound; and in April 1953, $1.725 a pound. ‘The price today is not 
so much different than it was in pre-Korea 1950, then. 

Mr. Bisnop. That is correct. 

The Cuarrman. I just wanted to be sure, Mr. Bishop, that a drop 
in the price of wool was pot responsible for the increased production 
of SY nthetics. 

Mr. Bisuop. I think, Senator, the rise we have had has been phe- 
nomenal. That is, the 1951 price rise was phenomenal. It was an 
exceptional situation. 

The Cuarrman. Do you want to make a prediction for the future? 
Has the surplus in South America been cleaned up so we may expect 
a reduction iv the dumping process? 

M1. BisHop. Senator, I question the word “dumping.” Certainly 
in the case of the semimanufactured wool products, the subverting of 
our tariff there, that item is largely——— 

The Cuarrman. I say dumping because I do not know the right 
word to use. Subverting of our tariff processes. 

Mr. Bisuor. That is on the decline, because the clip which was a 
threat to the economy of Uruguay is now largely being liquidated. 

The Cuarrman. What do you say as to the future of the world 
wool grower and the United States wool grower? How do the pros- 
pects compare with what they have been going through last year? 

Mr. Bisnop. I feel that the wool growers of the United States, if 
they will use the existing marketing channels, the channels that have 
been available for generations, the wool merchant facilities, will find 
that they have a very great benefit that they have not been taking 
advantage of to the extent they should. 


” 
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The CHarrMan. What other channel would he have for marketing 
his wool? 

Mr. Bisoop. What I have in mind, in Boston today, or in the 1952 
program, there are just three wool merchant firms who are members 
of the Commodity Credit Corporation support program as handlers. 
Is that right? Are there more than three in Boston? 

Mr. Reep. I thought there were a few more. 

Mr. Bisuop. I only know of three. Of course in Philadelphia, how 
many do you have? 

Mr. Lonesuore. In the shorn wool program I do not believe we 
have more than one. 

Mr. Reep. I think there is only one in Philadelphia. 

Mr. Bisnor. That is what | referred to. 

The CHarrMANn. You mean the normal channels of trade would be 
better off if he would market through his old channels of trade rather 
than turn his wool over to the Commodity Credit Corporation? 

Mr. Bisuor. There are many facts, Senator, that are puzzling to 
me in this wool] picture. ‘Today we have 100 million pounds of 1951 
wool remaining in the United States. 

The CHarrMan. That is in private hands? 

Mr. Bisuop. I believe that statement was made today, yes. You 
raised a question to Mr. Reed, the confirmation of what the prices 
have been. In 1951 the average price as given out by the Department 
of Agriculture, I believe, was 99 cents a pound. I just cannot under- 
stand why there is still 100 million pounds of wool of the 1951 crop 
that is unsold, when the price of wool was 99 cents a pound in the 
year when that was produced. 

Senator Warkins. Is that because they were holding for high 
prices? 

Mr. Brsuor. I would say that was probably the answer, Senator. 

Senator Warkins. I would like you to explain what kind of an 
incentive you could give the wool growers of the United States to 
increase the production if high prices will not do it? 

Mr. Bisnop. I think that the particular reference there to incentives 
is that he can do better with his sheep than he can do with his cattle 
or with some other product. I believe that is what he is looking to 
for his incentives. 

The CuarrmMan. Mr. Reed may help us out on that point, Senator 
Watkins. 

Senator Warkins. This witness has made a pretty strong statement 
that high prices do not seem to have anything to do with it. In fact 
the higher the price, the more the decline in the production of wool 
in this country. I have got to start my economics all over again if 
that is true. 

Mr. Reep. Mr. Chairman, Mr. Bishop mentioned approximately 
three handlers in Boston who were participating in this program, and 
I believe some in Philadelphia 

Mr. Bisxor. On shorn wools. 

Mr. Resp. I wanted to make it clear that the other handlers are 
not precluded from participating if they wish to ask for contracts. 

Senator Munpt. Mr. Chairman, it seems to me one difficulty with 
the statement made by Mr. Bishop is that, while he is naturally 
concerned about the wool manufacturers’ position vis-a-vis the syn- 
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thetics industry, the purport of your statement is to place the wool 
producer in double jeopardy. You want him not only to be worried 
about the synthetics industry, which he naturally should be, but you 
also want him to compete without any protection with all the wool 
producers in the world, which you say in your industry you do not 
want to do. 

I do not blame you because you are worrying about the importation 
of the particular product which you handle, and you have a selfish 
interest in seeking protection. I do not blame vou. If | were in 
your business in Boston I would doit. But I think you should concede 
to the wool producer the same right and authority of the Government 
to protect him that you say is essential to protect vou. 

Mr. Bisuor. That, Senator, I think gets down to the question as 
to just what is the position. We have today arrived at the point 
where the CCC has taken over wool that has been financed under 
loan and not redeemed. 

Senator Munpt. You do not believe the wool producer would sell 
his wool to the CCC if he could sell it more profitably himself to some- 
one else, do you? 

Mr. Bisuop. I certainly am interested in this picture. Here is a 
statement of the United States Department of Agriculture, the weekly 
review of the Boston wool market for the week ending April 24, and 
it gives domestic wool and mohair quotations in quite detail, and it 
shows that graded Fine French combing and staple wool is $1.75 to 
$1.77; and the support price is also given as $1.64. That was the 
price in the 1952 program. 

[ just cannot understand why that wool has not been sold if it is 
reported that the market is $1.75 to $1.77. And likewise I could 
give other grades here on fine wools, average and graded, French 
combing, $1.65 to $1.70, market price; $1.57, the support price. 

Senator Munpr. Is there any connection between that and the 
possible stockpiling program that the Government is trying to stock- 
pile? 

Mr. Bisuop. No, sir. This wool, understand, has just been taken 
over by CCC, and I rather get the impression that it was something 
that was piling up here in the United States. The CCC did not 
offer that wool until 30 days ago. They did not make it known to 
anybody in the United States that it was available at a price—no, 
I guess there was no sales program. 

Mr. LonesHore. You could not have a sales program before they 
took title 

Mr. Brsnor. That is correct. 

Mr. Reep. Mr. Chairman, may I make a point there? 

The CuarrMan. Yes, Mr. Reed. 

Mr. Reep. Mr. Bishop has commented there was no sales program. 
Commodity Credit did not own any wool until the middle of February, 
following the takeover of the January 30 wool. Shortly after that, I 
do not recall the exact date, the sales p slicy was announced. Com- 
modity Credit-owned wools were for sale at 115 percent of what we 
had in the wool. The reason we set a higher price is so that our wools 
would not compete with the grower-owned wools. But the entire 
time that grower-owned wool has been in the form of collateral for the 
loans, it has been for sale by the handler having custody of it, but for 
sale for grower account. 
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Even now we have no wool to offer on the market except this wool 
we took over in January. Our sales policy announced last week when 
the other one terminated was that any wools we now own are for sale 
at 115 percent of what we have in them until further notice 

When we find out what we are going to have to take over, know 
what the grades are, and know where the wool is located, it may be 
necessary to change that policy. But at the moment we do not know. 

The Cuarrman. Mr. Bishop, you are a partner in the firm of Jose ph 
H. Wheelock & Co. in Boston. What percentage of your business is 
with domestic wool and what percentage is with imported wool? 

Mr. Bishop. We act as a commission buyer and importing broker. 
We buy wool for mills and that wool would be either domestic or 


foreign. 
The CHatRMAN. Do you know which? 
Mr. Bisuop. I would say that probably 40 percent of our wools 


that we are handling are domestic wools. 

The CuHarrMan. Do vou deal with the Commodity Credit Cor- 
poration? 

Mr. Bisuop. No. 

The CuHarrRMAN. You say about 40 percent of what vou handle is 
domestic wool, then? 

Mr. Bisuop. Yes. That would be scoured wool and greasy wool. 

Senator Munpr. Do you have any solution at all, Mr. Bishop, as 
to what should be done to solve the problem confronting the sheep- 
men? You in your statement say that one of the things that should 
be done is the maintenance of strong and stable market outlets for 
the sheepmen’s products. That means price, strong and stable. 
You have got to have a price for it. He is not getting his price be- 
cause of this import difficulty. You do not want to Saiead him use that 
solution. What solution do you have? 

Mr. Brsnop. If 125 million pounds sre going into this program this 
year, that means that approximately 125 million pounds were sold 
by growers, and they took the market price. I can tell you from 
intimate knowledge that the stecks of wool in Boston of domestic 
origin in the hands of the free markets are very, very small—below 
what is normally considered a carry inventory. That wool has been 
marketed and gone to the mills. It does not hang over the heads of 
the trade, and I believe that if the woolgrowers of the United States 
who put their wool into the program had followed the pattern of the 
other 50 percent who had sold, the situation would be greatly improved, 

Senator Munpt. Do you not believe if all the woolgrowers had 
followed that pattern they would have ceed the price of wool 
down even further? 

Mr. Brsuor. I do not know. The woolgrower does plenty to pro- 
tect himself, too, in trading. I mean, the hammering down sounds 
very effective, the matter of competing against one another in the sale 
of wool; and of course the woolman going out to buy the wool always 
has ganged up on the woolgrower. That sounds pretty good on paper 

Senator Munprt. I am still trying to find, if I can, what you suggest 
should be done about this very serious problem, which all the witnesses 
seem to admit, and which you seem to admit, that now confronts the 
producer of wool. 

Mr. Brsuop. We have no story to tell you that this is the way to 
do it. We do say the position that we have come here today to make 








518 FOREIGN TRADE IN AGRICULTURAL PRODUCTS 


clear to you is that we consider it hazardous to entertain ideas of 
putting the price of wool to a higher level and jeopardize the position 
of the wool producer in the United States with the competition of 
synthetics. I am sorry I have not got the answer for you as to the 
way to accomplish the profitable period for the woolgrower. 

Certainly in 1951 when the wool was up to $1 a pound average, it 
would seem that that was a pretty good opportunity; and still 100 
million pounds of it is unsold. 

Mr. Lonasuore. May I say a word? 

Senator Warxrns. I would like to ask a question, if I may, Mr. 
Chairman. I started to pursue a line of questions with Mr. Bishop 
about what the incentive is for wool producers to go on producing. 
You say high prices do not seem to be an incentive. I wondered 
what you had as a substitute. Senator Mundt asked you the same 
question. 

| would like to ask you this question. You seem to favor a com- 
pletely free market without any tariffs on wool. 

Mr. Bisuop. I do not think I made any such inference as that. I 
have merely said that we think the impositions of import fees beyond 
the present level or any import quotas is hazardous. 

Senator WaTkins. You da not believe m this parity setup, and you 
have heard the figures here taken from the books of people who loan 
money to the sheepmen that the sheepmen are going broke and they 
lost over $5 a sheep this year. I am just as interested as Senator 
Mundt in trying to find out what are the views of the trade. 

Then I wanted to ask you if you favored, instead of holding these 
fees down, taking them off of manufactured articles? 

Mr. Bisnop. We have not made any reference whatsoever to taking 
off the duties, Senator. Our statement has been that we considered 
the matter of increasing through import fees or any other means the 
duties from the present level as a very dangerous threat to the 

Senator Warkins. If the present duties are not sufficient to stimu- 
late production, you might just as well get rid of them. If you get 
rid of them on wool production, why not get rid of them on the manu- 
factured articles as well? 

Mr. BisHor. You made a very interesting point there about if 
everybody in Utah is making a product that could be made cheaper 
outside of your State in a foreign country, there is nothing left. That 
applies to the whole United States, and I think it is a sensible state- 
ment that we should all pay attention to when we have been subjected 
to very heavy propaganda about trade. 

Senator Warkins. I agree with you on that, and I am glad to know 
you are sympathetic with that proposition. I have said time and 
again, and I think it can be demonstrated, that there is not a thing 
that we produce in Utah or in those Intermountain States for sale 
within the United States that cannot be produced much cheaper 
somewhere else in the world. These other people take the other point 
of view and say, ‘‘All right, why should we subsidize those people 
out there? Why should we go on and pay them to produce?” 

We have developed our civilization, and if they carried out their 
program we would have to move; and we do not intend to move. 
That is frankly the way we feel about it. 

I cannot agree with your idea that high prices do not stimulate 
production of wool. It stimulates woolen goods production and man- 
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ufacture. High prices seems to bring that on in a hurry, because you 
can immediately respond there. But it takes the sheepmen time to 
increase their production much more than for the manufacturer. 

I would really like to get a concrete constructive suggestion as to 
how we can keep these growers in the business. Obviously they 
cannot stay in the business under the present se tup. It is dee ‘reasing 
and decreasing all the time. I do not think it is just because they do 
not like to grow sheep for profit if there is profit in the business. 
They are just quitting and quitting all the time 

Mr. Bisuop. I would answer that, Senator, by reference to the 
statement that the price of lamb is far more significant than tue 
price of wool. 

Senator Warkins. You are bringing in frozen lamb now in com- 
petition. What are you going to say to that? We have an over- 
production of cattle, probably 10 million more at the present time 
than we will consume at a relatively high price. 

Mr. Lonesuore. I think what he means, if | may make an observa- 
tion here, Senator Watkins, is that when times are good and the 
lamb price is high, the grower naturally sells off a high percentage 
of his lambs. He makes a very nice profit on that part of it, and the 
money comes in. If he keeps them phe thereby increases the size 
of his flocks, he runs several chances—the cost of carrying over the 
year, the development of disease, and mortality; and the result is 
wool in a sense—I do not like to say this—becomes in times when 
meat is high somewhat of a byproduct to the grower 

Senator WATKINS. You mean wool is a by paodiae t? 

Mr. Lonesuore. At times it has to be. if he is in business to the 
extent that he is selling a high proportion of his alee he naturally 
cannot increase the flocks of the United States. That is one reason to 
my mind it works in an inverse ratio, because if the price of lambs 
goes down, the grower naturally will keep his flocks, increase them, and, 
therefore, the next year he has more wool to sell. 

That is one of the reasons I think this idea of high-priced wool does 
not necessarily increase the sheep population, for the simple reason 
that the lambs are sold off. 

Senator Warkins. You said you could not understand why the 
growers have not been selling the wool with the prices what they are. 
This is what they tell me out home. 1 was out there for several 
months. They say they read the quotations all right in the papers, 
the trade papers and other places about the price for wool. But they 
do not have any buyers at any price. No offers are made of any kind. 

I do not know whether that 1s true or not, but at least that is what 
they have been telling. They just do not have any offers. 

Mr. Lonasnore. That is somewhat the nature of the business 


Unfortunately wool is a very fluctuating commodity. It goes up and 
down, and it is hard to outguess the market. There are definitely 
times in my 20 years in this business when you just cannot sell wool. 
It does not make any difference whether it is foreign, domestic, or any 


other wool. There are no buyers. 

We run into periods such as between 1946 and 1950 when the world 
created a vacuum in the need for fabrics. After all, today—I think 
we can say this correctly the world sets the price for wool. We do 
not set it. It is bought in.the free markets; and in the United King- 
dom markets, Australia, the Cape, New Zealand, and South Africa, 
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it is bought in auction markets. Whatever wool comes up, it is sold 
for that day 

The Cuarrman. Mr. Longshore, how do you think the wool pro- 
ducers in other countries are getting along? Is the Australian wool 
producer prosperous today? 

Mr. Lonesnorn. Not today; no, sir. 

The CuarrmMan. The Australian woolgrower is not prosperous? 

Mr. LonesHore. | misunderstood you. I thought you asked if he 
was more prosperous today. 

The Cuarrman. I know they got so prosperous a couple of years 
ago they got seared. 

Mr. Lonasnore. It caused inflation; New Zealand the same way. 

The CuatrMan. Would you say the Australian woolgrower or the 
New Zealand woolgrower is prosperous today? 

Mr. Lonasuore. I would think from the figures and statistics and 
what I read that he is doing all right; yes. 

The CuarrmMan. Would you say he is more prosperous than the 
American woolerower? 

Mr. Lonesuore. | would have to admit that; yes, sir. I am sorry 
to say that, but it is true. 

The CHarrmMan. Any further questions? 

Mr. WittovcHBy. Mr. Chairman, could I make a point, please, 
sir, with respect to what Senator Watkins was saying as to not selling 
this wool? Since March of 1952 there has only been one time that 
this wool has brought more than the loan level—90 percent of parity 
and that was on the 29th of March, when it brought 91 percent of 
parity. 

Mr. Reep. For mid-April? 

Mr. Wri.tovausy. Yes; for mid-April. Here is the latest report. 
Since March of 1952 there has only been one time, and that was 
mid-April 1953, and then it brought 1 percent higher than the loan 
level of 90 percent of parity. 

Mr. Lonesuore. There just is not a great demand for wool today 
in the United States. 

Senator Warkrns. Is this true, that the quoted price may be fairly 
high and yet absolutely nothing is moving, even though there is a 
surplus of wool on the market? Buyers will not buy even at any 
price? 

Mr. BrsHop. There would be very limited volume. 

Senator Munpr. Do you believe, Mr. Bishop, that we need any 
protection at all in any phase of the whole wool process? You say 
you do not believe that we need a tariff as far as the wool producers’ 
products are concerned. That is your last point. Right? 

Mr. Brsnop. I will state clearly that I believe the woolgrower of 
the United States does need protection. 

Senator Munpt. Tariff protection? 

Mr. BrsHop. Whatever method is used, where it can be administered 
with a minimum of difficulty. The tariff is the present method. 
I say that above the present rates, Senator, there is fairly great 
danger. 

Senator Munpr. The danger, if any, I presume, comes because 
you are afraid of this synthetic competition? 

Mr. Bisuor. That is a very real threat. 
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Senator Munpr. That could be the only danger that could be 
involved? 

Mr. BisHop. That is a very real threat; yes, sit 

Senator Munpr. Without increasing the tariff protection, it would 
have no value. As Senator Watkins has said, the tariff that does not 
do the job is no tariff at all. 

Mr. LonesHore. Senator Mundt, do we not have to relate the 
end use of the product to the product itself? In other words, if we 
should increase the cost of our wool in this countryv—and they are 
having trouble today competing in New York as they are with the 
cloth fabrics against the synthetics, and particularly is that true this 
time of year with your lightweight fabrics—we price our commodity 
right out of the market. 

Thus, although the grower is stabilized and gets what he should 
get—and, believe me, if there is any way of solving this thing, I would 
love to see it solved so that the grower could stay in business and make 
some money. 

Senator Munpr. What percentage of the synthetic product do you 
think is purchased because it is cheape r than a wool substitute, and 
what percentage is purchased because of highly advertised qualities 
that they claim for it, that it will not shrink and that it will not wrinkle 
and that it keeps cool, that you can wash it and hang it up, and all the 
other fantastic things they say? 

A lot of the products I have seen advertised certainly are not com- 
peltive with wool on a price basis. Some of them are much more 
expensive than wool. Is that right? 

Mr. Bisnop. That is correct. 

Senator Munpr. So it seems to me what you people in the wool 
industry have got to do in making woolen suits is to make claims for 
it. You make the claim, which makes sense to me, that wool is the 
best kind of human apparel. But you have got to start talking about 
it. You have just been winking at your girls in the dark. You 
have not been carrying out the kind of publicity that the synthetic 
people have been doing. 

I do not think it is a price factor. I think it is a factor that they 
either have, or claim they have, qualities that a wool suit does not 
possess. 

Mr. Bisuop. There are undoubtedly many reasons for the hesitant 
attitude that has existed in the textile industry in the last 2 years. 
Just one of those reasons, I think, is because the people who cut 
cloth, the clothing makers, have seen the high promotional activities 
of the synthetic fiber manufacturers, and they do not know whether 
the American public is going to ask for all wool or all some one of these 
synthetic file rs, or 50—50 or 60—40, a blend of wool and synthetics. 

I believe they have been buying from month to month. And each 
month that goes by gives them a better opportunity to appraise the 
reaction of the public to the synthetic fibers. 

Senator Munpr. Have you any figures, Mr. Bishop, that would 
show how much of the cost of a $50 wool suit was represented by the 
amount of price that you paid for the raw product? 

Mr. Bisnorp. There was a publication that was issued just a few 
years ago that showed something like 11 percent was the cost of the 
wool that was in the final selling price. 
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Senator Munpt. About $5 out of $50? 

Mr. Bisuop. Yes. 

Senator Munpr. So the price that you pay the producer—whether 
it is a living wage, which is not being paid now according to the evi- 
dence before this committee, or ene which was a peon wage—is not 
going to make very much difference in the end product, probably 
a dollar or two or three at the outside. 

Your costs, like the costs of most everything else, are largely labor 
and processing and management and distribution and advertising 
and other. So I do not believe that the dangerous element you are 
talking about—which J recognize is real from the synthetics industry— 
is this parity-tariff scheme, as you refer to it. 

I think that the dangerous element is that somehow or other the 
wool people are failing to get across the advantages of their product. 
Maybe, if you could function with a protective tariff of some kind, it 
would give your producers a constant market at a steady price and it 
would stabilize your industry. You could put a little more money 
into that, if it is money that is needed. Maybe it is research. 

Mr. BisHop. We certainly want to do anything to make our 
contribution to have a sound and stable wool economy. 

Senator Munpr. But you do not really believe, do you, Mr. 
Bishop, if this parity-tariff scheme were to give the producer the 
living wage to which he is entitled and increased the price of a wool 
suit in the Raleigh Haberdashery in Washington from $50 to $52, 
that that is going to make you the victim of the synthetics industry? 

Mr. Bisuop. | think, Senator, there is a factor in merchandising 
which I do not pretend to be able to speak on—where they recognize 
they have to stay within a price-bracket. The people who are in the 
field of merchandising say, ‘‘When we get above this price level, we 
will use’’—and they will even talk about going down to rayon, passing 
through the later developments in synthetic fibers and even using 
rayon, in order to meet that price. They do have that figure. 

Senator Munpr. That I grant. But is the place to squeeze the 
lemon not way down where the poor old sheep producer is, where they 
do not get very much, but where most of the juice is? 

Mr. Bisuop. I quite agree that it is very difficult for me to pass 
through some of these retail stores and see the fancy setup and realize 
the markup that they are getting and see the position of the wool- 
grower and the wool textile manufacturer and the markup that he 
gets. There is a point there that should be worked on. The cost of 
distribution is a very vulnerable point, I believe. 

The CuarrMan. Governor Aaronson, of Montana, wants to testify 
on this matter of wool imports and exports. We will try to work him 
in someday next week. Other than that, that concludes the direct 
testimony on this subject. 

However, several witnesses from the Western States have come in 
here this morning and have asked if they might not testify at this 
time more in detail on S. 1538 so as to save them another trip back 
here later on. The committee has sent S. 1538 to the Department 
of Agriculture for its analysis. We have had no report on it as yet. 
However, we like to accommodate witnesses as much as possible. 

So the Chair has advised these people, at the request of Senator 
Mundt, that they may appear here tomorrow at 10 o’clock and submit 
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their testimony, which will be made part of the testimony on S 
when hearings on such bill may be held. 

Senator Munpr. Mr. Chairman, have we had any indication from 
the Secretary of Agriculture when they will have a report? 

The CuarrMan. No, we have not. The Chair is inclined to believe 
that things of this nature are perhaps being held in abeyance to see 
what the President intends to do under other provisions of law which 

¥ are at his command. I have not been told that that is the reason 
but the President has asked the Tariff Commission to make an immedi- 
ate investigation on the dairy situation, with a view to utilizing the 
provisions of section 22, I think that many Members of the Congress 
are actually waiting to see what the President is going to do in regard 
to protecting producers of American farm commodities under provisions 
of law which are now available, and no one wants to question the 
good faith of the President because he really has not had much time 
to do it yet. 
[ might Sav in regard to wool, as I have said in regard to dairy prod- 
ucts, 1 as time goes on it appears that the administration does not 


intend to use provisions of law now existing for the protection of 


1 5° 
domestic conimodities, Comestic producers, where such protection is 
warranted, tne Congress \ id Indoubtedly see OU new O} 


affording such protection 

Mr. Bisnor. Mr. Chairman, in the event we had any further sup- 
plementary statement to make 

The CyHarrRMAN. Just send it down to us. We will go over it, and 
if it is not completely extraneous matter, we will be glad to insert it 
in the record for vou 

Senator WATKINS. \MIr Chairman, I would like to express ny 
gratitude and thanks for the opportunity you have given me to parti 
pate W ith the committee 

The CnHatrmMan. The committee is adjourned until tomorrow at 
10 o'( lock 
(Whereupon, at 1:05 p. m., the committee adjourned until Saturday 


10 a. m., Mav 2, 1953 
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WEDNESDAY, MAY 6, 1953 


Unrrep States SENATE, 
CoMMITTEE ON AGRICULTURE AND Forestry, 
Wash ington, dD. Cc 

The committee met, pursuant to call, at 10:10 a. m., in room 324, 
Senate Office Building, Washington, D. C., Senator George D. Aiken 
(chairman) presiding. 

Present: Senators Aiken (chairman), Williams, Hoey, and Holland. 

The CHairMAN. The committee will come to order. This morning 
we are hearing testimony on exports and imports of wool. As 
announced 2 or 3 days ago, we have with us Governor Aronson of 
Montana. 

We are very glad to have you here, Governor Aronson. I know 
that you have something to say to us on the matter of wool, and 
presumably on the question of exports and imports of wool. This 
committee has been holding extensive hearings on exports and imports 
of agricultural commodities and their effect on the American farm 
programs. 

You may proceed with your testimony. 


STATEMENT OF HON. HUGO ARONSON, GOVERNOR OF THE STATE 
OF MONTANA 


Governor Aronson. Thank you Mr. Chairman. I am glad to be 
here. 

Mr. Chairman and gentlemen of the committee; I appreciate the 
opportunity of appearing here today on this subject you are studying 
because the woolgrowing industry of the State of Montana has been 
very adversely affected by the imports of foreign wool. The live- 
stock industry is a vital segment of the economy of our State and the 
depressed income of the woolgrowers is a matter of concern to us all. 

I want to further express my appreciation for your arranging your 
schedule so that I could appear today after the close of the governors’ 
conference called by President Eisenhower. It is my understanding 
that representatives of the woolgrowers did testify before your com- 
mittee on Friday and Saturday of last week and I do not wish to take 
a great deal of your time. 

Montana is raising 42 percent as many sheep today as we were 
raising when World War II broke out. Our sheep population has 
declined more than any other State in the 11 Western States with the 
exception of Oregon where the sheep population has declined 58 
percent. Considering the vast areas of our State which are primarily 
rangeland—for instance, 37 percent of our land area is public lands 
and chiefly suitable for the grazing of livestock, both cattle and 
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sheep—this becomes a serious problem. Some of this land, of course, 
is suitable for the grazing of either sheep or cattle but there are large 
portions which will produce no tax revenue for either the State or 
Federal Government without a sheep industry. That is also true of a 
great deal of private-land holdings in our State. 

We are down now to a sheep population in Montana of 1,502,000 
head, according to the Department of Agriculture figures. Consider- 
ing that is only 42 percent of the sheep population which we had prior 
to World War II, you can recognize the effect on our economy. 

Under present conditions, it is our belief and the belief of the leaders 
of the industry in our State that the sheep population will continue to 
decline unless competitive imports of foreign wool at prices below the 
cost of production in the United States are halted. 

[t is also seriously affecting our economy that the prices being re- 
ceived by those growers who have been staving in the business are not 
sufficient to help sustain our economy through the purchase of other 
goods and services. There a.e numerous communities in the State of 
Montana which depend wholly or largely in part on the income of the 
woolgrowers. Our State school and State department officials have 
long worked with the sheep growers of Montana in experimentation in 
the development of better breeding, better utilization of available 
feed, and the lowering of the cost of production. These things are to 
no avail if there can be no profit motive in raising wool. 

In my conferences with the woolgrowers of my State, I have found 
that they are strongly supporting the parity-protection amendment 
now pending before this committee, S. 1538, and I want to add my 
endorsement to that measure. With the passage of some such meas- 
ure for the protection of our woolgrowers in Montana and the rest of 
the United States against foreign-import competition, I believe the 
industry would prosper again in Montana and the United States. 

The woolgrowers must compete for labor and must buy their 
supplies at prices which are based on the American standard of living. 
Competition from abroad is unfair in this respect, for labor costs and 
taxes in foreign countries producing wool are much lower than the 
cost to our growers 

We all know that agriculture is an essential industry, and in some 
of the States like Montana the welfare of agriculture controls the 
welfare of the people of the entire State. Yet it would seem to me 
that wool, such an important factor in the economy of Montana and 
the West, has been left at the mercy of foreign imports to a far greater 
degree than most other major essential agricultural commodities. 

I believe that all agriculture should be afforded protection against 
import competition which destroys our own American production 
and that wool certainly is an important case in point. I know that is 
what our own Montana Congressman, Wesley D’Ewart, had in mind 
when he introduced the parity protection amendment in the House 
of Representatives, which was given the number H. R. 1427. It is 
identical to the parity protection amendment pending here, S. 1538. 

And that is why I asked for this opportunity to appear before you 
and endorse the principle of the parity protection amendment for 
all of agriculture; and under it, treated fairly and equally with other 
agriculture, I believe woolgrowing would become again a profitable 
business and we could develop to the fullest its possibilities for the 
economy of the State of Montana and the United States. 
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I do not think this, in any way, would retard trade with foreign 
countries to the extent of damaging our relationship but would enable 
us to maintain a strong farm production at home and at the same time 
produce a critical and essential raw material both for civilian and 
defense needs. 

I thank you. 

The CHarrmMan. Thank you, Governor Aronson. 

Are there any questions to be asked of the Governor? 

Senator Hory. [ have none. 

The CHarrMan. There do not seem to be any questions, Governor. 

Senator HoLianp. I would land to ask the Governor one question. 

The CHarRMAN. Senator Holland? 

Senator Hottanp. How does this problem tie in, if it does, with 
your public lands problem in Montana? I know that a large part 
of your State is public lands. I know that you share in the revenue 
from public lands. I wonder how the reduction in your wool-pro- 
ducing industry has reduced your revenue that comes from public 
lands by reason of grazing rentals? 

Governor Aronson. I think a lot more of the Federal land could 
be used if the sheep industry was profitable enough. It is not being 
overgrazed at the present time. Most of Glacier County is federally 
owned land. Glacier County itself has only about 22.6 percent tax- 
able land. The rest of it is federally owned land. We used to have 
a lot of sheep there. Du> to increased costs of labor, and a decrease 
in the wool market, there are hadly any left. A lot of this federally 
owned land, if it was profitable enough, could be used for more grazing. 

Senator HoLtanp. That would mean, if there were more grazing, 
more of the lands rented, that your share of revenue from public lands’ 
rentals coming to you from the Federal Government would be in- 
creased likewise? 

Governor Aronson. Yes. 

Senator HoLtLanb. Do you have available, or can you make avail- 
able the figures showing how seriously vour public unit of government, 
such as the counties and school districts and the State itself, have been 
affected by the reduction in revenues from that source? 

Governor Aronson. I could not make the statement to the exact 
figure. 

Senator HoLuanp. We can secure that from the appropriate Federal 
agency here. But you do know that there has been a material reduc- 
tion of the revenues from those sources? 

Governor Aronson. Yes, sir. 

The CHarrMan. We can get that from the Bureau of Land Manage- 
ment. 

Senator HoLLanp. Those revenues, of course, are designed in a 
way to take the place of tax revenues which would come in if the lands 
had been privately owned. So that I think it is a source of inquiry 
which we should reflect in the record. Mr. Chairman. 

The CuarrMan. That is correct. It might be well to find out what 
the effect has been on other cities in the public-land States. too. 

Governor Aronson. The State of Oregon has been hurt even more 
than Montana. 
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U. 8. Forest Service, State of Montana 


Cattle and horses 





Number 





Yes Grazing Permits to graze 
ear . ton 
receipts issued under 
| paid 
| permit 
1940 $107, 074. 04 1, 533 90, 450 
1941 1, 548 95, 900 
1942 1, 565 99, 760 
1943 1, 583 101, 479 
1944 1, 534 106, 067 
1945 1, 592 110, 656 
1946 1, 670 113, 595 
1947 5: 1, 556 115, 371 
1948 y 1,719 113, 157 
1949 328, 952.05 1, 754 115, 268 
1950 307, 454. 22 1,713 114, 555 
1951 417, 704. 58 1, 678 110, 079 
1952 502, 398. 45 1, 691 113, 185 
| NOTE The rate charges for 1953 will be approximately 


percent lower for sheep and goats 


Statement of grazing receipts in Montana under 


| permitted | 





Sheep and goats 


| 
Average grazing fee 
(cents per head 
per month) 


Number 
permitted 


| 
| Permits to graze 








issued under 

paid Cattle Sheep 

permit and and 

horses goats 
417, 778 17.5 3.7 
419, 242 18.7 3.9 
408, 188 22. 1 4.6 
398, 692 27.0 5. 5 
: 390, 258 30.1 6.2 
270 382, 004 29. 1 6.0 
2% 323, 628 31.1 6.3 
237 334, 300 36.4 | 7.5 
209 291, 953 47.3 | 9.9 
188 172, 318 56.9 | 11.0 
189 269, 367 49.8 10.8 
171 53 59.3 12.2 
164 174.8 | 115.3 





19 percent lower for cattle and horses and 39 


the provisions of the Taylor Grazing 


Act for the fiscal years 1940 to 1952 


Amount col- 








Fiseal year lected Paid to State Fiscal yeat oo ol | Paid to State 
1940 $49, 149. 69 é RE 1948. $128, 535. 09 $30, 529. 36 
a 55, 206. 30 27, 603. 15 1949... 86, 337. 94 13, 019. 23 
1942 89, 352. 56 44, 681. 28 1950 177, 554. 90 48, 587. 93 
1943 _ - 73, 401. 86 36, 700. 75 1951 j 144, 365, 52 28, 872. 36 
1944 85, 214. 02 42, 546, 22 1952... 144, 795. 7 27, 927. 93 
1945 84, 490. 38 42, 350. 07 —— 

1946 91, 820. 92 45, 910. 43 Total. 1, 209, 605. 25 457, 888. 70 
1947... 89, 170. 36 44, 585.14 | 


The CuarrmMan. The uncertainty of 


will 


whether the woolgrower 


receive protection or not has had an effect, has it not? 


Governor Aronson. Defiritely. 


The CHarrmMan. There has been some substitution of cattle raising 


for sheep raising? 


Governor Aronson. Yes, sir. 


The Cuarrman. I think it was interesting to note yesterday on the 


ticker that the Treasury Department ¢ 
impose countervailing duties against | 


announced that it is going to 
Jruguay which has been sub- 


sidizing the export of wool to the United States to the extent of over 
50 percent, to an extent which makes it impossible for either our 


woolgrowers or our mills to compete. 
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FRIDAY, MAY, 8 1953 


Unirep Srares SENATE, 
COMMITTEE ON AGRICULTURE AND FORESTRY, 
Wasi ington, D. C. 

The committee met, pursuant to adjournment, at 10 a. m., in 
room 324, Senate Office Building, Washington, D. C., Senator George 
D. Aiken (chairman) presiding. 

Present: Senators Aiken (chairman), Young, Thye, and Hicken- 
looper. 

Also present: Senator Cooper. 

The CuarrmMan. We have with us this morning Senator Ke nnedy, 
offMassachusetts, who was unable to be with us the other day when 
we had the hearing on the exports and imports of wool. We are glad 
to have you with us this morning, Jack. 


STATEMENT OF HON. JOHN F. KENNEDY, UNITED STATES 
SENATOR FROM THE STATE OF MASSACHUSETTS 


Senator Kennepy. Mr. Chairman, I appreciate the courtesy of 
your committee hearing me on the wool situation this morning out of 
order. 

[ appreciate very much the opportunity to appear here this morn- 
ing to express my views concerning those proposals now before you 
which would effectuate further restrictions upon the imports into this 
country of various agricultural commodities, including proposals for 
a parity tariff, for import fees or import quotas. In particular, ] 
wish to discuss these proposals as they relate to the importation of 
raw wool. 

A comprehensive approach to tariff problems: I am very concerned 
about the possible legislation which may be recommended by this 
committee or by the present administration. | was very disappointed 
in the statement by Secretary of Acriculture Benson to the House 
Ways and Means Committee on Wednesday of this week in which he 
indicated that further restrictions on the importation of wool were 
necessary. I was particularly disappomted because, at the same time 
that Secretary Benson was testifying, other representatives of the 
administration were talking along entirely different lines before other 
committees of the Congress. If this Nation believes in a policy of 
expanded trade, and | know that this is of particular importance to 
your committee because the United States is the world’s largest 
exporter of agricultural products, then we must apply that policy 
consistently with respect to all types of legislation, all kinds of com- 
modities, and in all parts of the world. 
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Today your committee is concerned about restricting the importa- 
tion of wool, fats, and dairy products. Next week the House Ways 
and Means Committee will be concerned with restricting the im- 
portation of lead, zinc, and petroleum products. At the same time, 
the Foreign Relations and Foreign Affairs Committees are concerned 
with expanding our trade with the free nations of the world. 

Senator Ture. Does the Senator mind if I interrupt? 

Senator KENNEDY. No. 

Senator Tuy. Is that a different pattern than you have had in 
other years? 

Senator KenNeEDY. I am not attempting to draw a partisan criti- 
cism, It is certainly true. 

Senator Tuy. That story is as old as my service in the Senate 
The State Department has been before various committees and they 
have advocated a liberal international trade and the Department of 
Agriculture has oftentimes been most reluctant to appear in making 
statements that they had to have protection or otherwise they would 
not know how to idunielnter our support program. So that story is 
just one that we have heard over a great number of years, 

Senator KenNepy. I agree with the Senator that that is not con- 
fined to this administration Perhaps our hopes were raised a littl 
higher by this administration than in other days. 

Senator Toys. | thought I sensed a little condemnation there, and 
wanted to be certain that the record was not beclouded. I have 
ne ard the same story right across this table now for at least—this is 
roing on the seventh vear. 


enator KeNNEDY. 1 would condemn in the past the same incon- 


» 
sistenev as | do at the present. 


Senator Tuy} It has been one of the most vexing problems that 


we of the agricultural side of the question are faced with. 

The CuHairMan. | think, Senator Kennedy, that Secretary Benson 
had particular reference to the subsidizing of exports by certain South 
American countries to the United States, particularly of wool clips, 

Senator Kennepy. I was delighted to see Senator Humphrey issue 
his statement on ‘Tuesday in connection with these countervailing 
duties [ have written him. Iam sure the committee has been in 
touch with him. Iam not attempting to say that this is any different 
than it has been in the past. I say that from a national point of view 
we are faced with these contradictions and we are faced with them 
in New England as well. We have our problems, as some of you in 
the West have problems with imports. We have problems that we 
must face. I do think that it is important that we get a basic pattern 
even though some industries are going to have to veer from it to some 
degree. 

Senator THyr. That is one of the problems that we in Congress 
must always examine and weigh. In other words, we will have to be 
the judge in this central question. I have known a time when our 
domestic clip of wool was virtually shoved up on a shelf. IL said 
“shoved,” but it would not be in that sense. It was going into dead 

storage on Commodity Credit, and the imports of wool from foreign 
countries were coming in here to supply every one of the fabricators 

in your own State with the necessary wool to do their fabrication with, 
and our own clip was going right squarely on dead storage or on the 


shelf. We finally had to take a stand right here in the Senate Agri- 
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culture Committee with the Department of Agriculture in order to 
get our own domestic wool off the shelf. We had this constant prob- 
lem before us. We have to be the judges here to see that we protect 
our own domestic producers. 

Senator Kennepy. The only point, Senator, that we were trying 
to show is that we have developed some figures which show that the 
price that the domestic grower gets is not completely dependent on 
the amount of importations that comein. Mr. Bishop the other day 
gave a chart showing that as the price went up, domestic production 
did not go up. This is a peculiar business. 

Senator Toye. It is peculiar because you don’t get a breeding ewe 
overnight. 

Senator Kennepy. That is right. It takes time. But the chart 
Mr. Bishop used went from 1925 to 1952, which showed that produc- 
tion began to go down from 1946 or 1947 down to 1952, while the 
price during that same period was steadily climbing; the reason being, 
of course, that the price that the domestic grower gets is not dependent 
completely on the degree of imports but on other conditions. 

Senator THyr. The other conditions are twofold. One is that you 
get a trend, and it takes time before vou reverse the trend to get your 
breeding flock increase so that you can have an increased production. 
The other is that you are dependent on the tvpe of manpower, the 
type of labor that you can secure. You just can’t have a flock of 
sheep out on the prairies without a sheepherder. If he has lost his 
sheepherders, a rancher cannot increase his sheep flock until he has 
secured the type of herdsman or sheepherder that will take care of the 
flock through lambing and through the range care that is necessary. 
So these trends go. Unless we have wisdom to watch and safeguard 
and check a trend before it gets out of hand, you may have a low 
production and an unreasonably low production. 

So, Senator, we have a very serious problem from the standpoint of 
our committee and our agricultural economy as a whole. It is a 
sensitive problem to keep these factors in balance. 

Senator Kennepy. I think that you might feel, Senator, that I 
may not have the understanding of the seriousness of some of the 
problems that the woolgrower is faced with. But, of course, you 
realize that you and I in a way represent the close relationship which 
exists between the grower and the manufacturer. We also have 
some sheep in Massachusetts. Of course the relationship between 
the market situation there, the manufacturer in New England, and 
the growers, has to be very intimate. I am attempting to try to 
balance off our mutual interests 

Senator Ture. I am sorry for the interruption. 

The CuHatrmMan. I would like to continue the interruption for a 
minute. I think that the users of wool in New England overlook 
the fact that the two hundred-some-odd million pounds that we 
produce in the United States does have the effect of making it possible 
for them to buy foreign wool at as low a price as they do. Back in 
the 1940’s we had a situation where we realized that in the interests 
of national security at that time we had to maintain a reasonable 
production of wool in this country. So we started supporting the 
price of wool. We changed those supports from time to time. 

The foreign countries would change their prices to keep just 1 to 
2 cents a pound under the American price at all times. At that time 


32613—53— pt. 3—-—-_12 














FOREIGN 





TRADE IN AGRICULTURAL PRODUCTS 
it ran from 30 to 40 cents a pound. It is easy to visualize that if it 
were not for the 200 million pounds of wool produced in the United 
States, that these other countries which sell through state monopolies 
or state-fixed prices would see to it that the United States did pay a 
pretty good price, undoubtedly a lot more than they pay today. 

Senator Kennepy. We had some figures which showed that in some 
imports they have just managed to stay below—have paid the tariff 
and just managed to stay below the domestic price. But I didn’t 
think, from the figures that we have been looking at, that that had 
happened in wool. It wasn’t a case of the price that the imported 
wool got on the American market being ranged just below the price 
that the domestic grower was getting. The figures that we have here 
which give wool prices ending October 10, 1952, show, for example, 
the Boston values for domestic clean-price wool were $1.45 to $1.50, 
while the cheapest comparable imported wool in the cheapest world 
markets, United States duty included, was $1.55 to $1.60. If that 
were so, | would not agree with the thesis that imported wool was 
paying its duty and then selling just below ours. Do the figures bear 
that out? 

The Cuartrman. Yes. I think if you will go back to the early 
1940’s—I am speaking from memory—you will find that when our 
wool was 34 cents, imported wool was around 32 cents after duty was 
paid. Then we went up to 38 cents on the domestic wool and, as | 
recall it, the foreign countries followed us right up to 36 and 37 cents. 
They just stayed under our price. 

Senator Tuyr. Your memory is correct on that, Senator. 

The CHarrmMan. To that extent we were supporting the world 
market price. 

Senator Kennepy. This figure, which is October 10, 1952, would 
indicate that that might not be so. I think it would be of some 
interest to gather some more statistical evidence on this point. | 
think it is important. 

The CuHarrman. I think everyone on this committee realizes that 
we probably have to continue to import two-thirds to three-fourths of 
the wool of all types used in this country but that in the interests of 
national security and national economy it is to the benefit of everyone 
to produce—well, we set the figure at 260 million pounds as the objec- 
tive in this country because I do think it is effective in holding down the 
prices of the imported wool to just below our figure and also assured 
us that, if we get into a third world war, we will not be entirely depend- 
ent on a source from 6,000 to 10,000 miles off. 

Just to show that this is not partisan, however, I have received a 
letter from Senator Saltonstall under date of May 7 which he would 
like to have inserted in the record and which we will do as he requests. 
I think that he is taking the same position that you are. 

(The matter referred to is as follows:) 

UniTep States SENATE, 
COMMITTEE ON ARMED SERVICES, 
May 7, 1953. 
Hon. Greorce D. AIKEN, 
Chairman, Senate Committee on Agriculture and Forestry, 
Senate Office Building, Washington, D. C. 

Dear Mr. CHAIRMAN: Because of other commitments at the time the hearing 
on wool imports was held by your committee last Friday, I regret that I was 
unable to present the position toward this situation which I have consistently 
supported for many years. 
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I urge your thoughtful and careful consideration of the following points which 
are of vital interest to usin Massachusetts, where the wool trade and the manu- 
ture of woolen textiles have always been so important. 

First, I should like to emphasize that New England mills and the Boston 
wool trade are dependent to a large extent on wool that comes from overseas. 
As you well know, only about one-third of the wool needed in this country is 
produced here. The entire New England economy would be seriously injured 





by any artificial increase in the price of foreign wool at this time 

Second, I am firmly opposed to the imposition of fees or quotas upon wool 
imports. The consequence would inevitably be to increase the price of wool 
and thus to hasten the substitution of syntheties. This would be disastrous to 


the already hard-hit wool textile industry in Massachusetts and elsewhere in 
New England. 





Third, I should like to record my opposition to any tions for a parity 
tariff scheme. I understand that the types of wool for import vary 
widely in characteristics and quality. The attempt to classify these types in 
terms of import quantities would consequently be administratively unworkable 


I would appreciate your including this letter as part of the record of the hearings. 
Sincerely yours, 
LEVERETT SALTONSTALL, 
United States Senator 

Senator KenNepy. We cannot pursue a trade and tariff policy in 
the national interest unless the administration speaks with the same 
voice upon each occasion, and unless the Congress deals with the 
problems of various industries and regions on a comprehensive, 
rather than a segmentized, basis 

I shall return to this method of approach as it applies to wool 
just a moment, but first permit me to mention the basis for the 
interest in my section of the country with respect to our wool policies 
an interest which must be equally considered along with the inte rests 
of the woolgrowers of the West, the consumers all over the United 
States, and, of course, our national and international economic objec- 
tives. No doubt the members of this committee, who come for the 
most part from large wool-producing States, are convinced that I 
have never seen a sheep in Massachusetts, much less have any infor- 
mation concerning the problems of the domestic wool industry. 

Although it may surprise you to learn that Massachusetts produces 
over 50,000 pounds of shorn wool annually, admittedly this is only 
two one-hundredths of 1 percent of the national total, and Massa- 
chusetts ranks 41st in national production. But over 70 percent of 
the wool consumed in the United States—and we are the largest wool- 
consuming nation in the world—goes through Boston, the world’s 
wool center. Over 60 percent of this Nation’s woolen and worsted 
manufacturing industry is located in the New England area, an 
industry which nationally employs some 150,000 to 200,000 workers 
with an annual payroll approaching $500 million. I think that you 
will agree that the Federal Government, in determining its policies 
with respect to wool, must consider these interests as well as the 
interests of the woolgrowers. 

But I am convinced that such interests are not antipathetic. I 
believe that this Nation’s woolgrowers, wool trade, woolen and 
worsted manufacturers, and textile workers have mutual and har- 
monious interests. Rather than attempt to solve the difficulties of 
one group without regard to that solution’s effect upon the others, 
we must consider the problems of wool and those involved im its 
production and consumption in their entirety. Il am convinced that 
only in this way will such problems be solved. 
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Present tariffs on woolen and worsted manufactures: As the first 
example of the need for this comprehensive approach, I ask you to 
look at the tariff situation of the woolen and worsted manufacturers 
as well as the wool producers. Since 1939 tariff rates on textiles 
have been reduced by 66 percent. To increase the restrictions upon 
the importation of raw wool into this country without consideration 
of the tariff on manufactured woo! would result in great harm to our 
woolen manufacturers and, in turn, to the domestic wool producers 
who are dependent upon the manufacturers as their major outlet. 
Raw wool now coming to this country would instead be available in 
larger quantities and lower prices to foreign textile concerns, who 
would thus be able to import still further goods into this country at 
a still lower price. 

Perhaps you will say that the answer is to increase substantially 
the tariffs on both raw wool and manufactured wool. But I am 
convinced that such a policy, and the innumerable other demands 
for protection which would fellow it, would not be in the best interests 
of a vital and expanding woolen industry or national economy; and 
I think it is apparent that it would not be in the interests of our 
present international program. For these reasons, I cannot support 
any proposal effectuating a higher tariff on raw wool as a trade for 
higher tariffs on woolen manufactures. 

Distressed condition of the woolen manufacturing industry: As the 
second example of the need for a comprehensive approach to the pro- 
lem, I ask that you consider not only the economic difficulties of wool 
producers but likewise the economic difficulties of woolen manufac- 
turers and their employees. Since January 1, 1949, 99 woolen and 
worsted mills, including over 640,000 spindles and over 6,000 looms, 
have gone out of business. Nearly 40,000 employees in these plants 
have lost their jobs. Many other mills are either partially or fully 
shut down. Recent statements indicate that further liquidations may 
be expected. I know that the Senator from Vermont, Mr. Aiken, 
the chairman of this committee, is concerned about the 26 woolen and 
worsted mills in his State. 

The proportion of unemployment in woolen centers is unbelievably 
high. In Lawrence, Mass., where approximately one-fifth of all 
workers have been without jobs continually since 1947, the proportion 
of unemployment is more than twice as great as the figure reached 
during the depression in 1930. In many other woolen manufac turing 
cities of New England and the South, unemployment has continued at 
high levels despite the overall national prosperity. 

Thus, gentlemen, when you speak of declining prices, production, 
and wages among the woolgrowers of the West, you must not forget 
the distressed areas of New England. To take action supposedly 
for the benefit of the woolgrowers which would result in making even 
more difficult the competitive position of the wool manufacturers is 
not the proper approach to this question. I realize, of course, that 
there are various problems besetting the New England economy 
other than its decline in textiles, and I intend to discuss these with 
the Senate at a subsequent date. But I do wish to remind you that 
economic distress is not confined to any particular area of our country. 

There is, moreover, ample evidence to indicate that despite recent 
declines in prices, the situation of the woolgrowers includes a brighter 
aspect. The overall trend in the price of raw wool has been upward; 
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and the total cash receipts of woolgrowers have fluctuated on about 
the same level. According to the Boston Commercial Bulletin of 
May 2, 1953, the demand for domestic wool remains very high; and 
“buyers have been following the shearers, so to speak, and purchasing 
shorn wools as they became available.” 

Although there is some evidence that woolgrowers are continuing 
to hold their product off of the market in the hope of either congres- 
sional action or some emergency, this cannot be blamed upon market 
difficulties. Moreover, 60 percent of our sheep already go for slaugh- 
ter and more and more sheepmen are able to turn to the production of 
lamb or cattle as more profitable investments, unlike the textile 
worker of Lawrence whose job is taken from under him. Certainly 
it was to be expected that the price of wool would fall sharply after 
the excessive peak it reached during the first year of the Korean 
emergency. Moreover, the increasingly high cost and scarcity of land 
in the major woolgrowing States have contributed to the present 
decline in production. If we understand these factors, we will not 
so easily place all of the blame upon wool imports, nor consider the 
situation to be one of particular distress. But in any event, let us 
not forget the distressed areas and industries in other parts of the 
United States. 

The agricultural price-support program: As the third example « 
the need for a comprehensive approach to our international ie 
problems, I ask that you do not consider the problems raised by our 
domestic agricultural price-support program i irt from the long-range 
economic problems of the wool producing and wool manufacturing 
industries. According to the report of the Public Advisory Board for 
Mutual Security in February of this year, a Board on which the heads 
of the three great farm organizations serve: 


The objectives of the price-support program can be realized without restricting 


imports of needed commodities * * *. There would be no serious adjustment 
problem for domestic wool producers if arrangements were made to give the 
the equivalent return that they now get from the support price After the tari iff 


had been reduced or eliminated, increased imports of wool would meet the greater 
demand for wool at the lower price, while domestic production would be un- 
affected * * * 

The statistics bear out this conclusion. Secretary Benson to the 
contrary, there is no relationship between the price or amount of 
imported wool and the support price. The Secretary would have us 
believe that our price support program attracts wool imports from all 
over the world which in turn depress the price in the domestic market 
However, in April 1952, when extensive Government action became 
necessary to support the rapidly falling domestic wool price, the cause 
was not heavy increase, in wool imports; for according to the figures 
the Secretary presented to the House Ww ays and Means Committee, 
that was a time when the amount and value of apparel wool imports 
were dropping sharply. 

His statement further indicated his belief that the price-support 
program gave the benefit of higher prices to foreign wool producers 
who could import wool at a price which, including the duty, was just 
below the support price. The facts of the matter are, however, that 
statistics over a period of years demonstrate that there is no relation- 
ship between the supported or unsupported domestic wool price and 
the price of wool imports; and at the present time, the prices of foreign 








536 FOREIGN TRADE IN AGRICULTURAL PRODUCTS 


wool are mostly higher than the support-level prices of domestic 
wools, particularly in the better quality wools which comprise the 
bulk of United States production. I realize that in theory at least 
the price-support program is contradictory to the principles of heavy 
importation of wool, but I am convinced that it would be far more 
helpful to the domestic woolgrowers to revise our present agricultural 
price-support program than to impose additional restrictions upon 
the importation of wool. 

The economic needs of woolgrowers and manufacturers: Finally, 
getting to the heart of the problem, as a part of a comprehensive 
approach to these matters, the Congress must consider the economic 
needs and interrelationships ef the woolgrowers and wool manufac- 
turers. Basically, what does the woolgrower need? I do not believe 
that the answer is higher prices. Between 1941 and 1952 the price 
of wool in this country increased from 35.5 to 53.3 cents per pound 
(with a particularly sharp rise and then drop during the first year of 
the Korean crisis). But over this same period of time, the total cash 
receipts of the woolgrowers, despite this increase in price, actually 
showed a decrease from $137.7 million to $123.9 million. The reason 
is, as pointed out by Mr. Bishop of the Boston Wool Trade Association 
before this committee 1 week ago, that as prices rose production 
dropped, from 453.3 million pounds in 1941 to 266 million pounds in 
1952. Higher prices, then, will not solve the woolgrowers problems, 
and it is useless to restrict imports for this reason. 

But will a decrease in the competition from imports help the wool- 
growers? Again, the record indicates that the answer is in the nega- 
tive. After the war, the net imports of apparel wool fell sharply 
from actual weight of 810.2 million pounds in 1946 to 246.8 million 
pounds in 1949. During the same 3 years, domestic production, 
instead of increasing, decreased from 342.2 to 248.5 million pounds 
Cash receipts of domestic woolgrowers fell from $118.8 million to 
$105.2 million. 

After 1949, when imports increased once again, domestic production 
and cash receipts also increased for the domestic woolgrowers. 
Curbing imports, then, is not the answer to their problem. The 
most important statistic is the fact that Unite : States manufacture of 
woolens and worsteds fell during the same 3-year period from 494 
million to 334 million pounds, despite an increase in the world 
production and consumption of wool. 

I think then that it is obvious that what the American woolgrower 
needs most of all is the American wool manufacturer. We export, 
of course, only an infinitesimal amount of wool; and thus unless the 
woolen and worsted manufacturers of New England and the South are 
prosperous and active, the woolgrowers of the West must necessarily 
lose their market, decrease their production, and face a decrease in 
their cash receipts, regardless of the wool import situation. 

Let us consider then the needs of the wool manufacturer. Obvi- 
ously, because raw wool is a substantial part of the final cost of the 
finished woolen and worsted product, varying from 20 to 50 percent, 
depending upon the cost of wool and the type of article, the woolen 
manufacturer is desirous of obtaining his wool from the most inexpen- 
sive source possible. With the price of raw wool now being several 
times as high as in 1939, the wool manufacturer becomes increasingly 
concerned with his supply from imports. Domestic producers, be 
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cause of limitations on land, labor, and investment, simply cannot 
supply enough to meet our needs, particularly at prices comparable 
with imports, and as a result we must obtain approximately two- 
thirds of our raw wool from foreign producers. 

What, then, would be the result of placing additional curbs upon the 
importation of raw wool? The woolen manufacturer must either do 
without or he must pay a higher price. If he does without, that part 
of his production is either liquidated or devoted to competing fibers, 
foremost among which are the synthetics. I cannot believe that the 
woolgrowers are anxious to see the rapidly-growing and highly adver 
tised synthetic and so-called miracle blends displace still further the 
woolen manufacturing industry to which they must sell their product 
As pointed out by the report of the Mutual Security Advisory Board, 
the wool tariff is— 


an important element in the competition between wool and synthetie fibers; the 
use of wool tends to be reduced below the level that would result from free choice 
by users at prices that would prevail in the absence of the wool tariff. * * The 
domestic consumer is entitled to buy woolen goods in preference to synthetics 
without being penalized for his choice. The domestic woolen manufacturer is 
entitled to an opportunity to compete on a fair basis with synthetic fabrics. If 
the consumption and production of woolen goods are not to be penalized, it is 


necessary to allow raw wool to be imported 


reduced tariff 


without a tariff or with a considerably 


If, on the other hand, the wool manufacturer chooses to pay a 
higher price for his wool, his manufactured product must sell at a 
higher price, the demand for his products decreases, and his foreign 
competitors undersell him. I cannot believe that the woolgrowers 
wish to take such action which would only further injure their market 
Nor is this a wise policy for the United States. As pointed out by 
Fortune magazine of January 1947, the tariff added $136 million to 
the United States wool bill in 1946, while all the wool in the United 
States contributed only $126 million to our national income. 

What the woolgrowers and wool manufacturers need, Mr. Chair 
man, is to take the offensive away from the synthetic fibers and our 
foreign competitors. We must cooperate to expand our markets 
and lower our prices. We cannot do this by increasing the price of 
wool and decreasing imports. Whatever problems the woolgrowers 
of this Nation have, they will not solve them by harming the wool 
manufacturers. Instead, all concerned should cooperate on the 
woolgrowers’ problems of grazing lands, disease, and predatory 
animals; on promoting the marketing and advertising of woolen 
goods; fair and free competition with synthetics; on revising the 
price-support program into one that makes sense for all groups 
concerned, including the consumer; and possibly on seeking a world 
wool agreement, similar to the world wheat agreement, by which 
those problems of international trade might be better controlled 
without harm to the interests of any group. A most recent example 
of effective cooperation of this type related to the problem of importa- 
tion of subsidized wool tops from Uruguay in which I was happy to 
join with Senators from the woolgrowing States and the woolgrowers’ 
and wool manufacturers’ associations in protesting to the Secretary 
of the Treasury against this discrimination which hurt us all; and I 
was happy to see Secretary Humphrey’s announcement a few days 
ago that countervailing duties would be imposed. It is only through 
such cooperation and through a comprehensive approach by the 
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eee and Congress to our international trade problems 
that this Nation’s economy and the vitality of individual industries 
within it can remain strong and prosperous. 

[ again express my appreciation for the opportunity to present 
these views; and, although I have not supplied detailed ‘statintical 
tables in support of the statements I have made upon the assumption 
that such data was available to the committee, my office will be glad 
to supply such information upon request. 

The Cuarrman. We are very glad to have vou with us, Senator 
Kennedy, this morning. I think your last suggestion that we may 
eventually come to some agreement between the producing and 
consuming nations has considerable merit. Of course, the wheat 
agreement is temporarily in difficulties due to the reluctance of Great 
Britain to sign the agreement. But nevertheless I am sure that the 
wheat market of the world possibly would have been demobilized and 
the distribution of wheat would have been far less equitable throughout 
the world had it not been for the agreement of the last 4 years, even 
though it has cost the United States quite a lot of money. 

There is one point that I might make, and that is in comparing 
prices of wool today with the prices back in the 1930's. We have to 
take into consideration the different value of the dollar. Also, the 
woolgrowers seem more or less disturbed today not only because of 
wool but because the price of land has dropped 50 percent or more 
during the last 12 months. 

Senator Kunnepy. Of course, Senator, this is a difficult problem 
from the point of view of the woolgrower. On the other hand, if the 
price of wool goes up, which would be the result, I think, of the 
adoption of Senator Mundt’s bill, then it seems to me that our manu- 
facturers are faced with either charging an increased cost for their 
goods, which will make their competition with synthetics more diffi- 
cult, or will make them suffer more from the competition of imported 
wool and worsteds. In addition, the other fact was that from the 
statistical evidence there does not seem to be any great relationship 
between the price of wool and the amount of imports. I am not con- 
vinced that it is merely the imports alone which have caused the 
difficulty. 

It seems to me that the difficulties have been caused by the diffi- 
culties of the manufacturer, the depressed condition of the industry, 
and competition from synthetics. I am quite sure that the effect of 
this, however correct it might look from the beginning, would result 
in putting up the price of wool: increase treme ndously our difficulties 
from the manufacturing end, which, of course, affects the woolgrower; 
and either synthetics or increased imports of manufactured “woolen 
worste ds would make our problems even more severe. 

The CHarrMAN. We know that several of our New England textile 
mills were able to stay on in production simply because they could 
convert to the production of synthetics, I suppose rayon, and now 
other synthetics more modern than rayon. When it came to the 
manufacturing of rayon, I understand our New England spruce trees 
make the best fiber in the world for the manufacture of rayon. 

Senator Kennepy. Yes. But that is almost the lowest product. 
They now have others that are even more competitive. 

The CHairMan. It is an interesting problem. In the case of wool 
I think it is far from being an insurmountable problem because we have 
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4 or 5 surplus-producing nations in the world, yet we have every 
country in the world with the material necessary to produce synthetic 
fiber. We have to take that into consideration. 

Senator Kennepy. Of course, the only other point I think would 
be that it just hasn’t followed the thesis behind Senator Mundt’s 
bill that the more you regulate imports the more the price of domestic 
would be up. The sts atistical evidence in wool is str: inge in that it 
just does not show that in cases where imports have dropped the price 
of the domestic grower has gone up. In the late 1940’s when that hap- 
pened the fact was that the price that the domestic grower was getting 
was down, too, because, of course, it being a world market and other 
factors. Regulating the inflow of wool would not result in higher 
prices for the domestic woolgrower. I appreciate the apportunity to 
appear here, Senator. 

The CuarrMan. The committee will recess. 

On Monday, May 11, we will meet at 10 o’clock on 8. 1505, the bill 
to reorganize the Farm Credit Administration. 

(Whereupon, at 11:48 a. m., the committee adjourned, to reconvene 
at 10 a. m. Monday, May 11, 1953.) 

(Additional statements filed with the committee are as follows: 


STATEMENT FILED BY HERMON I, MILLER, Deputy Director, Pouttry BRANCH, 
PRODUCTION AND MARKETING ADMINISTRATION, UNITED STATES DEPARTMENT 
OF AGRICULTURE 


POULTRY AND EGGS 


It is a privilege to appear before this committee to discuss the question on 
foreign trade of the United States in poultry products. We shall include in our 


definition of poultry products—live poultry (including baby chicks), dressed 
poultry, shell eggs, and egg products. As indicated by Mr. Karpoff, commercial 
foreign trade of the United States in poultry produces has never exceeded 2 percent 
of domestic production. It is doubtful that it ever will if we consider the potential 
for importing or exporting in terms of the total volume produced and marketed 
in this country. The potential for expanding exports might be illustrated by 


reference to the experiences of the last few years in selling United States produced 
poultry products in foreign countries. 

Immediately after World War II, exports of poultry products, particularly to 
Kurope, were relatively heavy, and consisted almost entirely of egg products 
This was a result of several conditions. First, the poultry flocks of the war rav- 
aged countries of Europe were severely depleted; also, feed was short and imported 
grains were being consumed by humans rather than by animals or by poultry. 
Second, the United States was providing European nations with dollar purchasing 
power, through the Mutual Security Agency and its predecessor agencies, which 
they could use to buy American food products. Third, the Commodity Credit 
Corporation of the United States Department of Agriculture was accumulating 
large stocks of dehydrated whole eggs through purchases made to support the farm 


price for shell eggs, under mandatory price support. ‘These stocks were disposed 
of to needy countries under the authorities of section 416, or were sold to these 
countries, principally England, at a negotiated price. The last sale made be- 


tween the two Governments, i. e., the United States and England, was consum- 
mated in July 1951 and consisted of a contract for 16.8 million pounds of de- 
hydrated whole eggs. Since that time all remaining stocks of dried eggs from 1950 
dried egg purchases were sold for export only. The buyers, all American firms, 
are not finding a ready outlet in the European countries, but must depend upon 
moving these products to Canada, Mexico, or South American countries, with very 
small outlets available in European markets. 

Why has the export demand for this product changed in this relatively short 
period of years? The production of poultry products is easy to expand and 
contract. The countries of Europe have replenished their poultry flocks. By 
1950 egg production in Europe, overall, averaged about 8 percent above the 
1934-38 period. Production increased in 1951 and 1952, with prospects of further 
increases in 1953. This building up of production, plus the continuing shortage 
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of dollars, definitely limited the quantity of poultry products this country can find 
a market for in Europe. For the most part, trading in recent years in poultry 
products in Europe has been between European countries on a bilateral basis. 
For example, the United Kingdom has had an import agreement with Denmark; 
Austria with eastern European countries; and Italy with Turkey and the Neth- 
erlands 

In recent years there has been an increase in the exports of poultry products to 
Mexico, Cuba, and Venezuela. Before World War II our exports to these countries 
were very minor. In 1952 over 90 percent of our total exports of shell eggs, and 
65 percent of our exports of live and dressed poultry, were to these countries. 
Perhaps an important reason for the increase in exports is the trend toward 
industrialization of these countries laying to the south of us. Although these 
countries have been actively fostering native poultry production since the war, 
and substantial progress has been made along this line, the production continues 
to be inadequate to meet their expanded demand. An example of the type of 
encouragement to production through government action is the fact that the 
Government of Venezuela is extending credit to producers; also, early in 1951 
they imposed an import duty of 20% cents per pound on mature breeding stock 
at the insistence of native producers, even though this breeding stock was being 
imported to strengthen the native stock; and later in the same year, all imports 





of frozen poultry were prohibited by that country Efforts to control the spread of 
Newcastle disease in poultry were stated as the reason for this decision Although 
exports to that country from the United States have been virtually cut off due to 
these controls, there is a continuation in the exports of baby chicks. This will 
help illustrate the point made earlier to the effect that little potential exists for 


expanding exports of poultry products from this country 


Che situation in Mexico is somewhat different from that in Venezuela, but 
could end up the same. That is by shutting off imports. Poultry consumption 
in Mexico has been increasing faster than production despite efforts bv the 
Government of that country to encourage native production Kixports from 
this country to Mexico consist primarily of shell eggs, baby chicks, and of dried 
eggs, the latter largely from Commodity Credit Corporation stocks purchased 
by CCC in 1950, and sold to exporters in 1952 Some dressed poultr is also 


exported to Mexico from this country. Howeve1, there is apparently resentment 
developing on the part of Mexican hatcherymen and producers which could 
result in stopping these exports. 

Our export trade to most other Central and South American countries is very 
limited. It is being restricted ina number of ways. Some of the countries are ex- 
periencing dollar exchange difficulties. A!l have been plagued by Neweastle dis- 
ease and have imposed controls of various kinds presumably to stop its spread 

The preceding points illustrate types of difficulties which can and may be 
encountered when considering the possibility of expanding exports of poultry 





products. As previously stated, the production of poultry can be expanded or 
contracted relatively quickly. History indicates that the countries which offer 
potential outlets for United States produced poultry products apparently wish 
to be self-sufficient in this respect. Imports into these countries are reduced or 


stopped by the imposition of licensing requirements, tariff barriers, health- 
inspection requirements, or by other means. 

There has been some trade each year between Canada and the United States 
Generally, this is dependent upon relative price levels between the two countries in 
the same manner as trade between different regions of the United States is influ- 
enced by relative price levels. With Canada, however, price differences must be 
great enough to cover the tariff charge in order for the product to move into, or 
out of, either country. In general, the United States exports more dressed poultry 
and dried eggs to Canada than it imports. The reverse is true of live poultry, 
shell eggs, and frozeneggs. Occasionally when Canadian products come into one 
of our border cities in substantial quantity, they become a source of aggravation 
to poultrymen in the immediate neighborhood of these cities. Naturally the 
United States Department of Agriculture, and in may instances Congress, receives 
protests as a result of these conditions. 

3efore World War II, the United States received approximately 4 to 5 million 
pounds of dried egg yolk annually from China. When World War II came to an 
end, imports began to build up, and by 1950, before restrictions were imposed 
prohibiting imports of goods from Red China, imports of dried egg yolk had 
reached about the same levels as preceding World War II. 
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I expect my discussion and the presentation by Mr. Karpoff support our view 
that foreign trade in poultry products has been of little significance, as well as our 
view that it is not likely to become of significance in the foreseeable future 

There is considerable interest in the question: What effect might imports or 
exports of poultry products have on price-support programs for these products? 
In 1950, when the Department was buying dried whole eggs as a means for sup- 
porting the producer price for shell eggs, the imports of dried egg yolk from China 
were increasing. The Department prepared briefs as a means for stopping these 
imports under authorities of section 22, but the action taken to freeze Red China’s 
dollar balances in the United States in December 1950 removed the necessity for 
such action. 


STATEMENT FILED BY Epwarp Karporr, BuREAU OF AGRICULTURAL ECONOMICS 
Unirep States DEPARTMENT OF AGRICULTURE 


Mr. Chairman and members of the committee, imports and exports are not 
large factors in the poultry industry in the United States. Except for the years 
during which the United States exported dried eggs under Government programs, 
neither imports nor exports of either eggs or poultry meat have ever been as muc! 
as 2 percent of our national production. In most years, they were less that 1 
percent, 

In general, the scale of the domestic poultry industry is geared to the domestic 
market. 

Before World War II, the outstanding feature of United States international 
trade in poultry and eggs was the import of large quantities of dried egg from 
China. This trade lapsed during the war, was restor 
scale in 1950, and was cut off in December 1950, after Korea, 
Chinese dollar balances in the United States. 

During World War II, and thereafter until 1952, we exported significant 
quantities of dried egg. These exports were the result of Government purchases 
first as a part of the war situation and then as a part of the defense aftermath 
They were not commercial exports in the usual sense, and are not likely to reeur 
except under unusual circumstances In general, they are a part of the price- 
support picture which will be discussed by: Mr. Miller 

Even including the dried eggs, in the 1950’s the United States imports and ex 
ports of eggs have been very small in the national picture With dried egg 
included, 1952 exports were 1.1 percent of United States egg production, and 
imports were 0.1 of 1 percent. 

For the past 10 years our largest source of imported shell eggs has been Canada 





y 


We in turn export some of our eggs to Canada, and some poultry meat At 
least a small amount of trade in poultry and eggs occurs continually back and 
forth across the Canadian border At times, when price relationships favor it 


this trade becomes large enough to be an important factor in terminal markets 
located near the border, 

When this trade with Canada expands for short periods to take advantage of 
temporary situations, the terms of trade for poultry meat seem most often to 
develop in favor of United States exports to Canada, while the bulges in the eg 
trade are most often in the other direction. In the last year or so the Canadia 
dollar has been selling at more than 100 United States cents per dollar, and this 
has discouraged exports of eggs from that country to the United States, but has 
made Canada a more favorable place for the sale of United States poultry 

The most important current outlets abroad for shell eggs produced in the 
United States are Venezuela, Cuba, and Mexico, and to a lesser degree other 
Caribbean nations. Canada is a strong competitor in supplying these markets, 
and some European countries, notably the Netherlands, are also interested in 
those markets. 

Egg and poultry production in western Europe has by now recovered from its 
wartime reverses, and the traditional European exporters of high-quality eggs 
such as Denmark and the Netherlands, are now much better able to export than 
they were during the late 19140’s. Thre2 or four years ago the United States 
was exporting eggs to Switzerland, a highly unusual situation considering that 
country’s location. But by 1951 the situation had turned so abruptly that not 
only was Swiss consumption being supplied from European sources, but at the 
same time the Netherlands was exporting shell egzs to the United States 

The 1951 Netherlands exports of eggs to the United States were accomplished 
under the benefits of a foreign-exchan 
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ge arrangement whereby the Dutch Gov- 
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ernment permitted exporters to retain more of the dollars than was ordinarily 
In that year the Netherlands exports to the United States would have 


the case. 


been larger had more refrigerated shipping space been av 
The United States market, as well as the Caribbean, 
European suppliers because the Western Hemisphere is 


area 
The 


ailable for eggs. 
is of special interest to 
a hard-currency, dollar, 


area to which the United States exports poultry meat more or less corre- 


sponds to that to which we export eggs, but the trade is of relatively less importance 


from a national statistical viewpoint 


} 


t} 


well as of poultry breeding stock. 


The 


trade that 


Mr 


ie difficulties that stand in the way of increasing exports of poultry 


Miller’s testimony will show some of 


I have described here is naturally very 


important 


meat, 


as 


to those 


directly engaged in it or directly affected by it, but I wish to repeat that as a part 
of the overall national picture it is not large, and that, in effect, the size of the 
poultry industry in the United States is geared to supplying domestic demands 


Tables v 


Year 


1930 
1931 
1932 
1933 
1934 
1935 
1936 
1937 
1938 
1939 
1940 
1941 
1942 
1943 
1944 
194 
1946 
1947 
1948 
1949 
1950 
1951 
1952 


TABLE l. 


Chicken eggs only 


2 Less than 
Less than 
‘ Le 


00,000 pounds 
100,000 dozen 


ss than 0.5 of 1 percent 


-Eqgs 





tormrma 


nw nw 


vith the statistics bearing upon these points are attached 


Product*on, exports, and imports, 1930-52 


Exports 


160 
234 
245 
143 
118 
63 
41 
28 
49 
19 


[ 


otal 


shell 


e 


juiv- 


alent 


Mil 


doz 


Mil 
doz 


Imports 


Egg 
prod 
ucts 
Mil 
lbs 
16 
8 
3 
4 
3 
x 
9 
10 
1 
3 
3 
l 
(2) 
(2) 
(2) 
9 
% 


Total, 
shell 
quiv 


ilent 


Mil 


Exports as a Im- 

percentage of ports 
production asa 
pewnii per 
cent 

Ex- age of 
ports Total pro- 


of shell | exports} duc- 


mnily tion 
Per- Per Per 
cent cent cent 
l l 1 
4 ‘ 1 
4) ‘ ‘ 
(4) ‘ ‘ 
4) ‘ ‘ 
‘ 4) l 
l 
l 
4 4) (4 
(4 4 
‘ ‘ ‘ 
l 4 ‘ 
‘ 10 ‘ 
4 14 ‘ 
4) 14 ‘ 
‘ 8 (4) 
1 7 (4 
l 4 ‘ 
1 3 ‘ 
a l ‘ 
‘4 3 (+ 
l 3 4 
l l ‘ 
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TABLE 2. Imports of egg and egg Pp oducts, by country of origi? werage 193 20 
1940 41, 1942-45, annual ] $40) 


A verag 
Item Unit yi M7 MS 1949 1905 19. 52 
137-39) 1940-41) 1942-4 
Shell eggs 
Chicken 
Canada_. 1,000 dozens 76 478 527.1, 40 2 162 4. 857 6. 034 
Australia do (i @ ( 40 6 
Dominican Republic do 10 257| 152) 24 102 Is 2 
Argentina do 4 337 252 
China do 114 Lt l f 2 
Hong Kong-... dc 129 l 
Netherlands do 1. 758 
Other d 102 9 _ 
Total.. do sH0 4, 40) 8O4 ¢ } 1 5, 185 6, 690.6, 106 
Other than chicken 
China do 11¢ 41! 112 %) 299° 239 49 
Hong Kong.__-_- do 64 ‘ 5 12 12 119 
Netherlands ac 14¢ 18 
Other do | 1 8 { 4 
Total do 175) ( 47| 12% 204; 2 258 2 14t 
Dried whole egg: 
China 1,000 pound SN 42 9 On y 14 
Hong Kong do 19 
Other do ) ] ‘ 
rotal do 92g M 29 ) 17 
Dried egg yolk 
Canada 1c { 9 
China do 2.14 2. 204 19 9 67.7. 208 
Argentina do : 54 
Other- -- sie do 2 8 of 14 
Total_... do 2149 2.302 1) 9 811.7. 367 69 a4 
Dried egg albumen 
Canada do 10 6 9 OK 
China de 1, 350 5 38 2 $ 192 69 99 
Other d 4 | ‘ ‘ 21 
Total de 1, 354 2 7s 6 65 t 48 192 69 26 
Eggs, frozen or otherwise pre 
pared or preserved 
Mixed whole ege 
Canada do 12 (4 4 OF 9 
China do & 9 { 0 
Other do 9 ‘ , 
Total do g 2 9 4s 9 ; 9 
Egg yolk 
Canada do 1 &, 149 
China de 659 
Other do ( 
Total dc 665 6 ( ‘ 283 156 (4 
Egg albumen, total do (4 (4 ‘ 19 


' Imports, if any, shown with ‘“‘other 

2 Less than 500 dozen 

’ Not shown separately prior to 1940; included in statistics for chicken eggs 
‘ Less than 500 pounds 

§ Including Brazil 22,000 pounds, Italy 118,000, and Denmark 45,000 


Nore.—Totals may not agree with sum of individual items due to roundi1 
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‘I ABLE 3 Exports oO} eggs and egg products, by country of destination, averages 


1937-39, 1940-41, 1942-45, annual, 1946-52 








Average 
Item Unit 1946 | 1947 | 1948 | 1949 | 1950 ' 1951 1952 
1937-39 1940-41 | 1942-45 
1,000 doz 56 180 55 135 122 ll 29 367 
do 399 543 1, 958 13,612) 9, 984) 2,142, 1,515) 2, 18, 043 
Cuba do l 31 88 2,445) 4,167) 5,658 2,986) 2, 72: 8, 709 
Venezuela en 6 20) 2 148 3,390 7,033 9, 160 11, 325/10, 038 12, 349 
Other Western do 1,819; 3,529 1,765 2,890) 2,941) 2,780 2,082) 1,544) 1,327) 1,830 
Hemisphere 
otal, Western do 2, 281 4,303; 3, 868) 19, 230 20, 604/17, 624 15, 772.17, 897/26, 893/41, 298 
Hemisphere 
Belgium-Luxem- do 0 0 0) 8,321) 3,751) 1,663 0 18 0} () 
bourg 
United Kingdom do 62) 13, 463 352 227| 1,745 25 40 2 l 
Switzerland 10 0 0 0,19, 181,10, O87) 4, 596 667 33 165 
Other Europe do L 0 0; 5,474 699 369 360 538 3 4 
Total, Europe do 63) 13, 463 352/33, 203! 16, 282; 6, 650 996) 1, 225 37 169 
Other do 46 28 27) 1, 369) 1, 251 677| 1,677 306 99 248 
Grand total, shell do 2,389) 17,794) 4, 247/53, 802/38, 137/24, 951/18, 445) 19, 428/27, 029 41, 715 
eggs 


Frozen egg 





United Kingdom 1,000 Ibs (3 1, 764) 16, 669 186 0 13, 946 0 0 0 

Other do ( (3 53) 1,980) 2, 610 87) 1, 584) 2, 445 862 i865 
Grand total, do ‘ ( (9) 1, 817,18, 649) 2, 796 87 15, 530) 2, 445 RH2 386 

frozen eggs | 
Dried egg (j ( 

Western Hemis- do 107 737 79 180 41 104 170 207 1,496) 2, 860 
phere 

United Kingdom 1o 65) 37,043 125, 160) 84, 516) 57, 525 625 6, 110/32, 119 40, 687 0 

Other Euro] do 3] 22) 66, 853/12, 555 278 | 28, 902) 5, 555) 13, 785, 6, 286) 3, 143 

Other 10 14 14 1,163) 1,563) 1, 205 571 153 151 157 
Grand total, do 217) 37, 816 193, 255 98, 814 59, 049) 30, 202 12, 347/46, 264 48,620 6, 160 


irled eg 


and Labrador. 


rior to 1942. 
y his column are for 1937 only. 
r, which prior to 1942 were not reported separately. 
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TaBLeE 4.—Poultry meat 


>,» 
I rod iction, imports, 








and expo ts, United States, 1930 to 
date 
{Weights in equivalk f New York dresse 
International tra is 
Production percentage of domes 
Year Imports Ex 
Chickens, 
including . 
specialized Purkeys , t Ex 
broilers 
Million Million Millio Mil VU 
pounds pounds pounds ’ @ j ; Pe 
1930 2 626 216 2 R49 a 
214 640 ( 1 
204 2, 729 
297 869 1 
235 7 
268 2, 56 l 
tH 2 
345 2, 618 f 1 
354 2, 568 1 
1939 2, 458 421 2, 879 2 
1940 , 514 479 », 993 2 l 
1941 2, 789 465 254 | 
1942 3, 241 492 3, 733 $ 1 
1943 4, 135 457 4, 592 
1944 >, HOS 541 4,444 
1945 4,154 662 4,816 2 2 
1946 3, 639 iR4 4,3 $ 7 
1947_ 3, 479 DRS 4, 067 14 % j 
1948 }, 288 510 TOR 13 ) 2 
1949 , 830 691 4 521 8 { 2 
1950 4, 061 736 4,79 1 l , 
1951 4, 598 839 { J ‘ 
1952 4, 690 92 t lf 1 
! Less than 0.05 percent. 
? Less than 500,000 
TABLE 5.—Poultry, all forms exce pl baby chicks Ex po ts by destination, imports by 


origin, 1948-52 


A. EXPORTS 


Country or area 1948 1949 19K 451 1952 
Million Million Vili Mill Million 
pounds pounds po lg 
Canada and Newfoundland I l 7 
British West Indies, Bermuda l | l 
Canal Zone and Panama l l l l 
Cuba ] 1 l 1 
Mexico ] 2 
Netherlands Antilles 1 l l 1 
Venezuela i 4 | l 
Other Western Hemispher l 
Western Europe 2 | : 1 
Far East l l l 1 | ] 
Other | 3 
; | | a 
Total 9 | 11 | 2 16 
} } | 
B. IMPORTS 
Canada $1 17 3 
Other 2 
Total 43 18 1 3 


! Converted to New York dressed (blood 
? Less than 500,000 pounds 
3 Phillipine Republic, Japan, Hong Kong, China, Thailand 


ind feathers off) equivalent weig! 


j 


Siam), Indonesia 
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TaBLe 6.—Digest of effective tariff rates upon selected egg and poultry products for 
import into the United States, as of April 19538 


Commodity Rate 


344 cents per dozen 
10 cents per dozen 
27 cents per pound 
or otherwise prepared 11 cents per pound 


2 cents each. 
guineas, and turkeys 2 cents per pound 
ded for 
25 cents cach 
1? percent ad va- 
lorem, 
Slaughtered t 
Undraw h, 
Chickens, dt 3, gee ineas 3 cents per pound 
rurkey 10 cents per pound 
Other 2}2 cents per pound 
Prepared or preset 
Drawn chicken t not cooked or divided into portions 5 cents per pound 
Other 10 cents per pound. 


lrawn are terms which more or Jess correspond to the eustems descriptions specified for 


Import Duties, 1952, There have been no changes in the listed poultry items 





